TITLE 26—INTERNAL REVENUE CODE

Act Aug. 16, 1954, ch. 736, 68A Stat. 3 TABLE I—CONTINUED
The following tables have been prepared as 1939 Code 1986 Code
aids in comparing provisions of the Internal section number section number
Revenue Code of 1954 (redesignated the Internal  23(0) .ocoooooooeoeeiveooeoeceeeeeen. 170
Revenue Code of 1986 by Pub. L. 99-514, §2, Oct. %g% . ‘i%
22, 1986, 100 Stat. 2095) with provisions of the In-  23(r) ... 591
ternal Revenue Code of 1939. No inferences, im- %ggg; igg 169
plications, or presumptions of legislative con-  23u) .. 215
struction or intent are to be drawn or made by %gg% ég%
reason of such tables. 23(x) ... 213
Citations to “R.A.” refer to the sections of %g(y) Slrélltmd
earlier Revenue Acts. 23222)‘('15 141
23(aa)(2) ... 36
TABLE I 23(aa)(3) ... 144
23(aa)(4) ... 4, 142
1939 Code 1986 Code 23(a2)(5)~(T) . 142-144
section number section number 23(bb) ... 173
23(cc) .. 616
mitted 23(dd) . 592
B - e
Omitted 24(a) ... -] 261
i 24(a)(1) ... .| 262
Omitted 24(2)(2), 3) .. -] 263
2 24(a)(4), (5) .. 264, 265
mi 24(a)(6) ..... 264
Omitted 24(2)(7T) .. 266
Omitted 24(b), (c) 267
1 24(d) ... 273
13(c)~(f), 14 Omitted 24(e) ... 1451
15(a), (b) . 11 24(%) ... 268
1551 25(a) 35
63 25(b)(1) 151
61 25(b)(2) 153
101 25(b)(3) .. .| 152
22(0)(2)(A) 72 2% ... 241
22(b)(2)(B) . 72, 403 26(a) ... .| 242
22(b)(2)(C) .. 72 26(b)(1)~(3) 243-245
22()(3)~(5) . 102-104 26(b) ... 246
22(b)(6) 107 26(c) 545, 556
89 26(d) ... 535, 545, 601
115, 526, 892, 893, 911, 912, 933, 943 26(e) ... Omitted
108 26(f) ... 561, 562, 564
109, 111-113 26(g) ... 565
621 26(h) ... 247
114, 121 26(i) ... 922
471 27(a) 561
472 21(b) ... 535, 562
1321, 6155(a) 21(c)-(i) . 562, 564
301(a) 2 ... 565
1001 31 . 33
861, 862, 863, 864 32 . 32
Chapter 1, Subchapter G, Part 33 . 6401
34 . Omitted
35 .
76 41 ... 441, 446
7 42a) ... 451
691 42(b)~(d) 454
73, 6201(c) 43 ... 461
44 . 453, 7101
45 482
161, 211 46 . 442
23(a)(1)(A), (B) . 162 47 . 443, 6011(a)
23(a)(1)(C) .. 263 48 441, 7701
212 51 6001, 6011(a)
163, 265 51(a) 6001, 6012(a), 6065(b)
51(b) 6012(b)(1), 6013(a), 6014(h)
Omitted 51(C) ... 6012(h)
23(¢)(3), (d) 164 51(d) ... Omitted. See 6064.
23(e)~(1) 165 51(e) ... 6065(a.)
23(3) . 1091 51(f) ... 6014(a), (b), 6151(a), (b), 6155(a)
166, 593 51(g) 6012(h), 6013(b), 6653(a), 6659
165(g)(1), 166(e), 582 52 ... 6012(a), (b), 6062
23(k)(3) 165(2)(2) 53 ... . | 6072, 6081, 6091
23(k)(4), (5) 166 54(a,)~(b) . | 6001
23(k)(6) 166, 271 54(c)—(e) . .| Omitted
167 54(f) ... .| 6033(a), 6065(b)
611 55 ... . | 6103, 7213(a)
167 1 S 6151(a)
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1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

112(b)(6)(D) .

112(b)(10) .
112(b)(11) .
112(c) ....
112(d) .
112(e) .
112(f) ...
112(g), (h)
1123) ...
112G) .
112(k)
112(0) ...
112(m) ..
112(n) ...
113(a) ...
113(a)) ...
113(a)(2)-(9)
113(a)(5) ...
113(a)(6) ...
113(a)(7), (8)
113(a)(9) ...
113(a)(10) .
113(a)<11> 12)
113(a)(13) .
113(a)(14) .
113(a)(15) .
113(a)(16) .
113(a)(17) .
113(a)(18) .
113(a)(19) .
113(a)(20), (21)
113(a)(22) .
113(a)(23) .
113(b)
113(b)(1), (2)
113(b)(3), (4)
113(c), (d)
113(e) ...
114(a) ....
114(b)(1)
114(b)(2) ...
114(b)(3) ...
114(b)(4)
115(a) ...
115(b) .
115(c) ...
115(d) (e)
115(

115(%)(1
115(2)(2) ...
115(2)(3)
115(h)

6152, 6601(c)(2)
6161(a), 6162(a), 6165, 7101
Omitted

6012(b), 6015, 6064, 6065, 6073(a),
(c), 6081l(a), 6091(b), 6103,
6161(a)

6153

6201(b), 6315, 6601(g)

6015(g), 6073(b), (d), (e), 6091(b),
6153(b), (), ()

Omitted

3

351, 356, 371, 1031
361, 371

351,3 356, 361, 371, 1031

1033

1091

1051, 1052
723, 732

1016
1017, 1018
1019, 1020

Omitted
613(b)(3)
613(b)(4)
301, 316
301, 316
302, 312, 331, 342

115(1) ...
115(3) .

116()), (k) .
116(1) ...
117(a) .
117(b) .
117(c) .
17(d) ...
117(e)(1)

117()1), (2)
117(2)(3)
117(h)
11733 .
117() -
117(k)
170 ...
117(m) ..
117(n) .
117(0) ®
119(a) (b)
119(c), (d)

126

127(%1), (b)
127(c)(1)—(5)
127(d) ....

143(c) ....
143(d) (e)

165(5 .
165(b)—(
166, 167 .

168
169(a)-(c) .

302 346
Omltted

8
121(a)(17)
912

933
1221, 1222
1

Oréutted
1233 1234

1236

1239, 1240
1091

861

862

361, 862, 863

Omitted
168, 169
171

691

Omitted
1331-1335

905

1501-1505, 6071, 6081(a), 6091(b)(2),
6503(a)(2)

6012(a), (b), 6065(a)

1451

1441
1461, 6011(a), 6072(a),
6151(a)

1462, 1463
1464, 6414

6091(b),

1461

1443, 6151

1442, 6151(a)

7201, 7202, 7203, 7343

443, 6155(a), 6601(a), 6658, 6851,
01

71
6041(b), (c), 6071, 6081(a), 6091(a)
6042, 6043, 6044, 6065(a), 6071,
6081(a), 6091(a)
6045, 6065(a), 6071, 6081(a), 6091(a)
6071, 6081(a), 6091(a), 7001(a), 7231
Omitted
6033(b), 6071, 6081(a), 6091(a)
6034, 6071, 6081(b), 6091(a)

6104

7201, 7203
692

641

642(c)
651, 652, 661, 662
661

643, 663
642

681

642
642(a)(1)
652, 662
401, 501(a)
402

676, 677
642

584, 6065
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1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

1692(1))(1) (4, (e)

201(a)(1) ..
ggl(a)@) (3)

204(b)(3) ()
04(c)-(e) .
204(f)
205, 206 ....
207(a)(1), (2)
207(a)(3), (4)
207(a)(5) ...
207(a)(6) ...
207(b)(1) .
207(b)(2) &)
207(b)(4) ......
207(b)(4)(A)- (F)
207(c), ( )
207(e) .
207(f) .
207(g),
211, 212 .
213(a)-(c) .

584

6032, 6065(a)
584

584, 642

6

703(a)

702

6031, 6063, 6065(a.)
706

702, 703
Omitted
704
802
807
801
803(a)-(g)
803(h)—(3)
Omitted
804(a)
806
Omitted
805
831(a)
831(b), 832
831(b)
832(b)(1)
832(a)
832(b)(2)-(6)
2(c)-(e)
832(c)(12)
841, 842
821(a)
821(b), (¢)
822(e)
821(d)
822(a), (b)
823(1), (2)
822(a)
822(c)
822(d)(D), (2)
822(e)
822(d)(3)
Omitted
8’71 872

873

142(b)(1)

873

874, 6011(a), 6065(b)
874

6011(a), 6012(a), 6072(c)
6151(a)

8

882(a), (b)
883

882

882, 6065(a,)
882

882, 6011(a), 6072(c)
6012(a)
6151(a)
884(1)
884(3)

884(4)
931, 6011(a)
932

11

941

942

943

6211, 6653(c)(1)
6212(a), (b)(2), 6213(a)
6155(a), 6215(a)
6155(a), 6213(c)
6213(d)

6214(a)

6212(c), 6213(b)(1)
6214(D), (c)
6152(c), 6601(c)(2)
6161(b), 6165, 7101
6212(b)

6155, 6861, 6863(a), (b), 7101

6404(b)
6036, 6155(a), 6161(c),
6871 6872, 6873

650!

6501(c), 6502(a)
6503(a)

6651(a), 6659
6155(a), 6601
6653(a), (b), 6659
6601, 6651(c), 6654(a)
6601

6658

6503(b),

311, 312 .
313 ..
322(a)(1)—
322()(4) ...
322(b)(1)~(3)
322(b)(4) ...
322(1)(5), (6)
322(C) ...

336(d) ..
7 ..

421(a), (b)
421(0) (@
422

505(a)— (c)

505(d) ..

505(e) ...

506(a)-(h) .

506(1), (]) 507(&)
(b

892(a)(1)
892(2)(2)
822(b) .

6901, 6903
Omitted
6403

6401, 6402
31

6511
6151(c), 6513(a), 6611(d)
6511(d)

6512(a)

6512(b)

6151(c), 6513(b), 6611(d)
Omitted

6511(d)

552-555

556

6035(b)
7201, 7203
851

852, 855
1081-1083
Omitted
312
Omitted

513, 514, 515
1401, 1402
1403, 6017

531

Chapter 1, Subchapter G, Part
IIT

6103, 7213(a)

1471

6105

2001, 2101
Omitted
2001(a), 2011(a), (b)
2031(a)

2033, 2034

2035, 2036, 2037
2038(a)(1)
2038(a)(2)
2038(b)
Omitted
2040-2042

20

2031(b), 2035

Omitted

2051

Om

2043(b) 2053 2054

2013

Omitted. See 2055, 2056.
Omitted

2014

6036, 6091(a)

6018, 6065(a)

6071, 6075(a), 6081(a)

6091(b)

6001

Omitted

6151(a)

6161(a)(2), 6165, 65603(d), 7101
2002

6314(b)

Omitted

2204

7404

2205-2207

6324(a)(1), 6325(a)(1)
6324(a)(2), (3)
Omitted

2202

Omitted

2101
2102, 2103, 2106



TITLE 26—INTERNAL REVENUE CODE

TABLE I—CONTINUED

Page 4

TABLE I—CONTINUED

1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

862, 863 .
864(&). .
864(b) .
864(c) .
865 ..
870 ..
8T1(a) .
871(b) .
871(c) ..
871(d), (e)
871(f) .
871(g) .
871(h)
871(1) .
872(a) ....
872(b)—(e) .
872(f) ...
872(g) .
872(h)
872(1) .
872(j) .
873

(a
874(b)(1
874(b)(2)
874(b)(3)

(@) ..
900(b) (c)
900(d) ..

(e) .
901(a), (b)
901(c) .

901(d) ....
910, 911, 912 .
813 920, 921 .

003 ...
1004(a,)(1)~(3)
384(10) (©)

1012(3)
1013(a) ..
1013(b)—(e)
1013(f) ...
1013(g) ..

2104, 2105

6018, 6065(a)

6071, 6075(a), 6081(a)
6091(b)

Omitted

6211(a), 6653(c)(1)
6212(a), 6213(a)
6155(a.), 6215(a)
6155(a.), 6213(c)
6213(d), 6214(a)
6212(c), 6213(b)
6214(c)

6161(b)(2), 6165, 6503(d), 7101
6155(a.), 6653(b), 6659(a)
6155(a.), 6861(a)
6861(b)—(e)

6863(a), (b)(2), 7101
6155(a.), 6863(b)(1)
6863(a), (0)(2)
6155(a), 6861(f)
6861(g)

6404(b)

6501(a)
2501(0)(1> )

02(a)
2016, 6071, 6081, 6091, 6155
6503(&)( )
Omitted
6601(a), (), (H)(1)
6155(a), 6601(a), (d), (H)(1)

6651(a), 6653(a)
7201, 7202, 7203, 7207, 7269, 7343
6901(&) (b)
6901(c), (f)

6904, 7421(b)
6901(h)

6903(a.)

6903(b)

6212(b)

6511, 6512(a), (b)
Omitted
6163(a), 6601(a), (b)
6163(a), 7101
2015

2203

Omitted

2001, 2052, 2101
Omitted

2012, 2014
6018(a.), 7203
6103

2201
2501
2511(a)
2514

2502(a), (¢)

Omitted

2512(b)

2503

2521-2523

2522, 2524

2512(a)

6019(a), 6065(a)

6075(b), 6091(b)(1)
6001

2502(d), 6151(&)
6161(a)(1)

Omitted

6313

6314(a)

6324(b), 6325(a)(1)
Omitted

6211(a), 6653(c)(1)
6212(a), 6213(a)
6155(a), 6215(a)
6155(a), 6213(c)
6213(d)

6214(a)

6212(c), 6213(b)
6214(b), (c)
6161(b)(1), 6165, 7101
6212(b)

6155(a), 6861(a)
6861(b)—(e)

6863(a), (b)(2), 7101
6155(a), 6863(b)(1)
6863(a), (b)(2)
6155(a), 6861(f)
6861(g)

6404(b)

6871

6155(a), 6161(c), 6503(b), 6873(a)

6501, 6502(a)
6503(a)(1)
Omitted

1102(a)—~(g)
1103(a)—~(d)
1104-1106 ..
1110, 111 .
1112, 1113

1114(&) (b)
1115(&) (b)

1116
1117(a)— (f)
1117(g) .

1401(d)(1),
1401(d)(3) 4) .

1420(c)

1420(d)
1420(e)
1421 ...
1422 ..
1423(&)
1423(]0) (c)
142

1426(a)—(e)
1426(f) ......
1426(2)—(1)
1427, 1428 .
1429 ...

6653, 6659(b)
6601(a), (£)(1)
61565(a), 6601(a), (d), (H)(1)
6601(a), (c)(3)
6601(a), (c)(1), (H(1)
7201, 7203

7201

6901(a), (b)

6901(c), (e), ()
6904, 7421(b)
6901(h)

6901(g)

6903(a)

6402(a)
6511(a), (b)
6512(a), (b)
Omitted
7805(a)
2502(b)
2511(b)
6103

7441, 7442
7443(a)~(g)
7444(a)—(d)
7445-7447
7451, 7453
7454(a), 7455
7456(a), (c)
7457(a), (b)
7458

7459(a)—(f)
6155(a), 6659, 6673
Omitted

460
6902, 7461, 7462
7471-7474
7481-7484
Omitted
7101, 7485(a)
7486

1491-1493

1494, 6071, 6081(a), 6091(a), 6151(a)
3101

3102(a), (b)
6205(a), 6413(a)(1)
Omitted
2413(0)(1) (2)

6205(a), 6413(a)
3112

3501
6601(a), (f)(1)
6011 (a) 6071, 6081(a),

3122
6205(b), 6413(b)
3503

6802(1)
6803(a)(1), (2)
7509

7209

7208(1)
3121(a)-(e)
7701(a)(1)
3121(f)—(k)
3123, 3124
7805(a), (c)
Omitted

3125

3201

3202(a), (b)
6205(a)(1) 6413(a)(1)
6205(b), 6413(b)
3502(a)

3211, 3212, 3502
3221

6205(a)(1), 6413(a)(1)

6205(b), 6413(b)

3501

6011(a), 6071, 6081(a),
6151(a)

6601(a), ()(1)

6313

3503

3231(a)-(e)

7701(a)(9)

3231(f), ()

7701(a)(1)

3232

7805(a), (c)

Omitted

3233

3301

3302
6413(d)

6091(a),

6091(a),
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1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

1606
1607(2)—(3)
1607(k)
1607(1)-(0)
1608 ...

1609 ...

1610 ...

1611 ...

1621

1622(a), (b) ..
1622(c)(1)(A) .
1622(0><1)(B> (@-5)
1622(d) .
1622(e) ..
1622(£)(1)

1635(1), (g)
1636(a)(1) .
1636(2)(2)

1715(a) ..
1715(b), (¢)
1715(d)
1716(a) ..
1716(b) ..
1716(c)
1717 ...
1718(a)
1718(b)

1821(a)(2)
1821(a)(3) .
1821(a)(4) ...

3303
3304
6011(a), 6065, 6071, 6091(b)(1), (2)

6601(a), (£)(1)

6152(a)(3), (b), 6155(a), 6601(C)(2)
6161(a)(1)

6313

3305

3306(a)-(j)

7701(a)(1)

3306(K)—(n)

3307

7805(a), (¢)
Omitted
3308

3401
3402(a), (b)
Omitted
3402(c)
3402(d)
3502(b)
6414

6401, 6402
3402(e)—(1)
3403

3404, 6011(a)
6081(a)
7204

6674

7205
Omitted

6051(a)—(d)
6081(a)

7204

6659, 6674
6501(a)
6501(c)(1), (3)
6501(c)(2)
6502(a)
6501(b)(2)
Omitted
6511(a), (b)(1)
6511(1)(2)
Omitted
6513(0)
Omitt

4001, 4011 4021, 4471
4031

Omitted
5063(&) (b) (©)
Omit

4231 4232 6011(a)

6151(a)

6415(D), (c), (d), 6416(a)

6011(a), 6065(a)

6071, 6081(a)

6091(b)(1), (2)

6601(a), (H)(1)

7201, 7203

7201, 7202

6659, 6671(a), 6672

6671(Db), 7343

6302(b)

6001

Omitted

4301, 4311, 4321

4311, 4312, 4314, 4315, 4381

4301, 4302, 4304, 4321, 4322, 4323,
4341, 4342, 4343, 4344, 4351, 4352,
4353, 4381

4371, 4372, 4373

4891, 4892,
7701(a)(1)

4451

4303, 4373, 4382

4383, 4454,
6801(a), (b)

6804

4894, 4895, 4896,

4893,  6201(a)(2),

Omitted

6802(1)—(3)

6803(b)(1), 7101

6803(b)(2)

Omitted

7271(2), (3)

7201, 7203

7201, 7202

6653(e), 6659, 6671(a), 6672
6671(b), 7343

1821(b)(3) .
1821(b)(4) .
1822 ...
1

1823(a)—(c)
1830 ...

18 8, 1859 .
1900, 1901, 1902
1902(a)(1) .
1902(a)(2) .
1902(a)(3)
1903 ...

2000(&)
2000(0)(1) (2)
2000(d

2059, 2060 .
2070-2075 .
2100(a), (b)
2100(c)(1) .
2100(c)(2) .
2100(d) ..

2103(&)(1)
2103(e) .
2104(a) ..

2110(a), (b)
2111(a)(1), (2
2111(a)(3) .
2111(b) ..
2111(c) ..
2111(d), (
2111(e)(2) .
2111(f) ...
2112(a)(1) .
2112(e)

4374, 7270

7201

7208(3), 7271(1)
7303(1)
7208(2)—(4)
4453

4452, 4455, 7272
4456

6011(a), 6065(a), 6071
6091(b)(1), (2)
6151(a)

6601(a), (£)(1)
6415(a), (b), (d)
Omitted

4287

Omitted

4881, 4883, 4884
6011(a), 6065(a), 6071
6091(b)(1), (2)
6151(a)

4885

Omitted

4882, 4883

Omitted

4851(a), (b)

4871, 6804
4861
4863
4864

4865

4853, 7492
4854

4862

4872, 6001
7233(1), (2)
7263(b)
7263(a)

4874, 7493
385%, T7701(a)(1)

5701(a)
5701(b), (¢)
5701(d), (e)
5707(a)—-(c)
5703(a)
5703(d)
5703(a)
5702(b)
5712
5711(a), (b)
5713(a), (b)
5721

5741

5722
5702(e)
5712

5711(a), (b)
5721

5741

5722
5711(a), (b)
5722, 5741
5704(c)
5702(b)(1)
5712

5711(a), (b)
5713(a), (b)
Omitted
5741
Omitted
5732

5731
Omitted
5723(a)
5723(d)
5723(a)
5723(b), (c)
5723(a)
5704(c)
5723(a)
5723(a)
5752
5751(a)
5702(c), (d)
5723(a)
5723(d)
5723(a)
5723(b), (c)
5723(a)
5723(d)
5704(a), 5723(d)
5723(a)
5752
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1939 Code 1986 Code 1939 Code 1986 Code
section number section number section number section number

. | 6751(a) 2353, 2354 . 4834, 4846
2130(a), . | 5723(a), 5762(a)(4), (6) 2365 ... 4832

. | 5723(a), 5762 2356 ... 4831, 4832

5704(d) 2357 ... 7236, 7266(b)—(f)

2135(a)(1), (2) . 5704(b), (¢) 2358 ... 7303(2), (4), (5)
2135(a)(3) . . | 5704(b) 2359 ... Omitted
2136(a) .. . | 5706 2360 ... 4835
2137 ... . | 5705(a) 2361 ... 4832
2150 ... . | Omitted 2362 ... Omitted
2151 ... . | 5762(a)(5) 2400 ... 4001, 4003
2152-2154 Omitted 2401 ... 4011, 4012
2155(a) .. 5762(a)(4), (5) 2402 ... 4021, 4022
2155(b) .. 5763(a) 6065(a), 6071, 6081(a),

2156(a) .. - | 5762(2)(2), (3) h 6091, (2
... | 61561(a), 6601(a), ()(1)

2156(b) .. . | 5762(a)(3) 2403(b)

2156(c) .. . | 5761(b) 2403(c) .. 4051
2160(a) .. . | 5762(a)(4) 2404, 2405 . 4052, 4053
2160(b)—(d) . | 5762(a)(5) 2406 ... 4055, 4056
2160(e) . | 5762(a)(6) 2407 ... 6416(a), (b)
2160(g)(1), (2) . 5762(a)(8), (9) 2408 ... Omitted
2160(g)(3) . 5762(a)(6) 2409 . 7261
2160(h) .. 5763(a) 2410, 2411 Omitt

2160(i) 5762(a)(9), (10) 2412
2161(a) 5762(a)(1) 2413
2161(b) 5763(¢c) 2450 4041

2161(c) .. . | 5762(a)(1) 2451(a) .. 6011(3) 60’71 6081(a), 6091(b)(1),
2161(e)—(g 5762(a.)(2) (2), 6151(a)

4002 4003 4012, 4013
4054

2161(h) 5763(b) 2451(b) 6151(a) 6601(a), (£)(1)
2161(i)(1) .. .| 5763(b) 2452(a) .. 6416(b)(2)(D)
2161(j)(1) .. . | 5763(b) 6416(a)
2161(D(1) .. . | 5763(b) 4055, 6416(b)(2)(A)
2161(m)(1) . | 5761(a) Omitted
2161(m)(2) . | 5763(b) 4222
2162(2)(2) . .| 5762(a)(1) 4511, 4513
2162(&)(3) (5) . | 5762(a)(2) ... | 6011(a), 6065(a), 6071, 6081(a),
. 5762(&)(4) (5) 6091(b)(1), (2)
. | Omitti ... | 6151(a)
2170(&)(2) . . 5751(&) 5762(a)(5) 6417(a)
2170(a)(4) . . | 5762(a)(6) 4513, 6417(b), 7101
2170(b) .. 5762(a)(5), 5763(a) 6601(a), (£)(1)
2171(a) .. 5763(a) 4512
2171(b)(1) . . | 5762(a)(4) Omitted
2171(b)(2) . . | 5762(a)(4), (5) 7809(a)
2172(a) .. 5762(a)(8) Omitted
2172(b) .. 5762(a)(6) 7654
2172(c) 5762(a)(9) 4561, 4571, 4581
2172(Q) .. 5762(a)(6) 4561, 4562, 4571, 4572, 4581, 4582
2172(e), 5762(a)(9) 4582, 4602
2173(a), 217 . | 5762(a)(5) 4601
2175 . | 5763(a) Omitted
2176(a)(2) . | 5762(a)(10) 4701, 4771
2176(a)(3) . . | 5762(a)(8) 6302(b)
2180(a) .. 5762(a)(1) 4702
2180(b) .. 5763(c) 4703, 4771
2180(d)—(f) . | 5762(a)(2) 4704, 4723
2180(g)(1) . . | 5763(b) 4705
2180(h) . | 5763(b) 4732, 6001
2180(i)(1) .. . | 5763(b) 6065(a)
2180(k)(1) . . | 5763(b) . .| 6071
2180(H)(1) .. . | 5761(a) 2555(0) . | 6065(a), 6071
2180(1)(2) .| 5763(b) 2555(0)(1) . . | 6081(a), 6091(a)
2181 ... . | Omitted 255! .| 4773
5753 .| 7237(b)
Omitted 2557(10)(1) . .| 7237(a)
5703(a), 5722, 5741 2557(b)(2) . . | 7201, 7203
5704(b) 2557(b)(3) . . | 7201, 7202
5706(a) 25657(b)(4) . .| 6671(a), 6672
4592, 4593 2557(10)(8) . . | 6671(D), 7343
4594, 4596, 6001, 7101, 7641 255! . | 4706, 4733, 7301(a)
4595, 4597, 6001 Omitted
4595 4734
4813 4736
4591, 4812 4774
4593, 4816 4735
7234(a) Omitted
7265(a.)(1) 4711, 4712
7234(b) 4712, 4713
7234(d)(4) 7101
7265(b) 6001
. Omitted 7641
.| 7234(a)(2) 7238
2308(h), (1) . 7234(c) (@ 4714, 7301(a)
2308(j) - .| 7265 4741, 4771
2309 ... . 7303(2) (3), (5) 4742
2310 ... . | Omitted 4743, 4771
4591, 4818 4744
Omitted 6001
4826 4773
4811, 4813 7237(2a)
4814, 4826, 6001, 7101, 7641 91
4815, 4826 4745, 7301(a)
4815, 6001 Omitted
4817 4756
7235(a), 7265(a) 4774
7235(b), (¢) 4762
4812, 4813, 4816, 4818, T235(e), Omitted
7265(b), (¢) 2
4846 4801, 4803

4831, 4832, 6201(a)(2)(A)
4833, 4846, 6001, 7101, 7641

6201(a)(2)(A)
6801(a)
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section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

2656(7), (i)
2657(a), (b) .

2710-2712 .
2720-2723 .
2124 ..
2125 ..
2726(a)—(c)
2121, 2728
2729

2731-2733

2800(a)(1)
2800(a)(1)(A)
2800(a)(1)(B)
2800(a)(2)
2800(2.)(3)
2800(2)(4) ...

2800(a)(5) ...
2800(a)(6)
2800(b)(2)
2800(c) .
2800(d) .
2800(e)(1)
2800(e)(2)
2800(e)(3)
2800(e)(4)
2800(f) ..
2801(b) .
2801(c)(1)
2801(c)(2)
2801(d) .
2801(e) .
2801(e)(1)

2801(e)(2)

2801(e)(3) ...
2801(e)(4)
2801(e)(5)
2801(f) ..
2802(a) .

2802(b) .
2802(c) .
2803(a) .
2803(b) .
2803(c) .
2803(d) .
2803(e) .
2803(f) ..
2803(g) .

2806(b) .
2806(a)(1), (2)

2806(b)(1)
2806(c) .
2806(d) .

4804
6001, 7641
7101

4805

7274

7206(4)

7239(a)

7271(1), 7303(6)(B)

7239(b)

7201

7272

7267(d)

7267(c)

7267(a), (b)

7303(6)(B)

7303(6)(A)

7328

7301(c)

7303(6)(B)

Omitted

4803

Omitted

4181, 4182, 4224, 5831

6011(3,) 6065(&),
6091(b)(1) 2)

6071, 6081(a),

4225, 6416(e)
6601(a), (H)(1)
6671(a), 6672
7201, 7203
7201, 7202
6671(b) 7343
6302(b)

6001
Omitted
5811-5814
5842, 6001(a)
5843
5851-5853
584%, 5845

5
5862(a), (b)
5846-5848

7701(a)(1)

5821

6071, 6091(a)

5001(a)(9) (Rev. See 5001(a)(8))
5001(a)(1), 5005(a), 5006(a)
5026(a)(1), 5007(a)

5689

5001(a)(2)

5001(a)(3), 5007(b)(2)

5001(a)(4) (Rev. See 5001(a)(10)),
5007(c) (Rev. See 7652, 7805)

5021(a), 5025(b)

5001(a)(5) (Rev. See 5001(a)(4))

5006(c)

5001(b)

5005(b)

5004(a)(1)

5004(2)(2) (Rev. See 5004(b)(2))

5004(a)(3) (Rev. See 5004(b)(3))

5004(a)(4) (Rev. See 5004(b)(4))

5006(d), 5007(b)(1)

5021(b) (Rev. Omitted)

5391

5025(e) (Rev. See 5025(f))

5281 (Rev. See 5201(a))

5025

5272(a) (Rev. See 5173(a), (d)),
5281(a) (Rev. See 5201(a))

5273(a) (Rev. See 5178(a)), 5627
(Rev. See 5687))

5386(b), 5391

5386(a)

5023 (Rev. See 5687)

5628 (Rev. See 5601(a)(10), 5687)

5009(a) (Rev. See 52056(c)(1), (f),
5206(c)), 5010(a) (Rev. See
5205(e))

5010(b) (Rev. See 5205(f))

5027(a) (Rev. See 5061, 5205)

5008(b)(1)(E) (Rev. See 52056(c)(2))

5008(b)(3) (Rev. See 5205(g))

5008(b)(4)

5008(b)(2) (Rev. See 5205(g))

5008(b)(5)

5640 (Rev. See 5613(b))

5642 (Rev. See 5604(a)(1), (4)—(6),
(10), (12)—(15), (b))

5211 (Rev. See 5311)

5688(a)

5688(b)

5634 (Rev.
5615(7))

5645 (Rev. See 7214)

5625 (Rev. See 5612(a))

5639 (Rev. See 5613(a))

See 5601(a)(13),

2806(e)
2806(f) ...
2806(g)
2807 ...
2808(&)
2809(a) ...
2809(b)(1) .
2809(b)(2) ..
2809(c) ...
2809(d) ... .
2810() veveeeieiiiiiiiieie e

2811 i
2812() teiiieieiiiiiiiiee e

2B13(A) terieeieiiiiiiiiee e

2814(a)(1)

2814(a)(2)
2815(a) ......
2815(h)(1)(A)
2815(b)(1)(B) ...
2815(b)(1)(C) ...
2815(h)(1)(D)
2815(c)— (e)
2816(a) .
2817(a) ...
2817(b) ...
2818(2) ...

2821 i
2822() teiiiiieiiiiiiiiee e

2823(a)
2826() veiiieieiiiiiiiiei e
2827(2) .evvviiiiiiiiieeeee e
2828(2) ..vviiiiiiieeeeeeee e

2829(2) .evviiiiiieeee e
2830(2) .evvviiiiiiieeeee e

2840
2841(A) .evviiiiiiieeeeeee e

2841(D) evviiiiiieee
2841(c)
2842 ...
2843 ...
2844(a)
2845 ...
2846(a)
2847(a)
2848 ...
2849 ...
2850(a)

5646 (Rev. See Subtitle F)

5626 (Rev. See 5602, 5615(3))

5687 (See 7301, 7302)

5622 (Rev. See 5610)

5212(a) (Rev. See 5204(b))

5002(a) (Rev. See 5002(a)(5))

5002(b)(1) (Rev. See 5002(a)(6)(A))

5002(b)(2) (Rev. See 5002(a)(6)(B))

5002(c) (Rev. See 5002(a)(7))

5002(d) (Rev. See 5002(a)(8))

5174(a)  (Rev. See  5179(a),
5505(d)), 5601 (Rev. See 5505(1),
5601(a)(1), 5615(1))

5213(a), 5609

5175(a) (Rev. See 5171(a), 5172),
5271 (Rev. See 5171(a), (c), 5172,
5178(a)(1)(A), ()(B)~(D)), 5603
(Rev. See 5601(a)(2), (3))

5282 (Rev. See 5201(a), 5202(a),
5%04(a), (c), 5205(d), 5206(c),
5251)

5176(a), (c) (Rev. See 5173(a), (b),
5176(a)), 5177(c) (Rev. See
5173(b)(1), 5551(c)), 5604 (Rev.
See 5601(a)(4), (5), 5615(3))

5176(d) (Rev. See 5173(b))

5177(a), 5605 (Rev. See 7214)

5177(b)(1) (Rev. See 5173(b)(1)(A))

5177(b)(2) (Rev. See 5173(b)(1)(B))

5177(b)(3) (Rev. See 5173(b)(1)(C))

5177(b)(4) (Rev. See 5173(b)(3))

5551(a), (0)(1), ()

5178 (Rev. See 5171(a), 5172)

5179(a) (Rev. Omitted)

5179(b) (Rev. Omitted)

5105(a)

5602 (Rev. See 5615(2), 5687)

5171 (Rev. See 5178(a)(1)(B), (b),
(c)(2), 5505(b), 5601(a)(6)), 5607
(Rev. See 5505(i), 5601(a)(6))

5173(b) (Rev. See 5178(a)(2)(B),
5202(b)), 5192(b) (Rev. See
5202(b)), 5193(a) (Rev. See
5201(a), 5202(f), 5204(a), 5205(b),

62%06@). (), 5211)

5

5173(a) (Rev. See 5178(a)(1)(A),
(2)(0)), 5618 (Rev. See 5687)

5173(c) (Rev. See 5173(a)(2)(C))

Omitted

5215 (Rev. See 5201(c), 5312(a),
(c), 5373(a), 5562)

5196(a) (Rev. See 5203(a)), 5617
(Rev. See 5687)

5196(b) (Rev. See 5203(b)),
(Rev. See 5687)

5196(c) (Rev. See 5203(c)),
(Rev. See 5203(c), (d)),
(Rev. See 5203(c), (e), 5687)

5552 (See 5503, 5505(e))

5196(d) (Rev. See 5203(d)),
(Rev. See 5203(c), (d))

5116(a) (Rev. See 5115), 5180(a),
5274(a) (Rev. See 5180), 5681

5616

5283
5615

5283

5172 (Rev. See 5171(a), 5172,
5173(a), 5178(a)(1)(A),
5601(a)(2), (4))

5606 (Rev. See 5601(a)(4), 5602,
5615(3))

5216(a) (Rev. See 5222(a)(1),
2)(D), 5501, 5502(a), 5503,
5504(a), (b), 5505(a), (c),

5601(a)(7), (8), (9)(A)), 5608(a),
(b) (Rev. See 5601(a)(7), (8),
(9)(A), (12), 5615(4))

Omitted

5195(a) (Rev. See 5201(c)), 5613
(Rev. See 5687)

Omitted

5192(c) (Rev. See 5202(a), (b)),
5612 (Rev. See 5687)

5196(e) (Rev. See 5203(b), (c)),
5619 (Rev. See 5687)

Omitted

5197(a)(1)(A) (Rev. See 5207(a),

()
5197(a)(1)(B) (Rev. See 5207(a),
d))

5620 (Rev. See 5603, 5615(5))
5611 (Rev. See 5603)

5610 (Rev. See 5603)

5197(b) (Rev. See 5207(c))
Omitted

5007(e)(1) (Rev. See 5004(b)(1),
5006(a)(3))

5007(e)(2) (Rev. Omitted)

Omitted

5191(a) (Rev. See 5221(a))
5191(a) (Rev. See 5221(a)), 5650
(Rev. See 5601(a)(14), 5615(3))



TITLE 26—INTERNAL REVENUE CODE

TABLE I—CONTINUED

Page 8

TABLE I—CONTINUED

1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

2857(a) .

2858 ..
2859 ..

2860
2861(a) .

2862(a) .

2863(a) .

2865(a)
2866

875

2877(a) .
2878(a) .

2878(b)

2878(c) .
2878(d) .
2879(a) .
2879(b) .

2879(c)

2879(d)

2880(a) .
2881(a) .
2882(a) .
2883(a) .

2883(b) .
2883(c) .
2883(d) .
2883(e) .

2883(f)
2883(g) .

2884(a) .
2885(a) .

2885(b)

2885(d) .
2886(a)
2887 ..
2888(a) .
2889, 2890
2891(a) .
2891(b)
2900

2901(a)(1)

2901(a)(2)

2901(b)

2901(c)

2901(d) .
2903(a) .

5682

5624 (Rev. See 5611)

5623 (Rev. See 5609)

5649 (Rev. See 5614)

5285(a) (Rev. See 5207(b))

5629 (Rev. See 5610(a)(10), (11))

5114(a) (Rev. See 5114(a)(1),
5146(a)), 5285(b) (Rev. See
5207(c)), 5621 (Rev. See 5603)

5114(b)

5197(a)(2) (Rev. See 5207(a)), 5621
(Rev. See 5603)

Omitted

5282(b) (Rev. See 5202(a), 5204(a),
(c), 5205(d), 5206(c))

5282(c) (Rev. See 5205(d))

5115(a) (Rev. See 5205(d))

5630 (Rev. See 5687)

5010(c) (Rev. See 5205(g)), 5636
(Rev. See 5604(a)(2), (3), (T)—(9),
(17), 7301)

5635 (Rev. See 5604(a)(17))

5637 (Rev. See 5604(a)(18))

5638 (Rev. See 5604(a)(19), 5613,
7301, 7302)

5195(b) (Rev. See 5201(c)), 5614
(Rev. See 5687, 7301)

5214(a) (Rev. See 5301(a)), 5641
(Rev. See 5606, 5613, 7301, 7302,

7321-7323)
5231 (Rev. See 5171(a), 5172,
5173(a),  5178(a)(1)(A),  (B),

(3)(A), (B)), 5241(b) (Rev. See
5202(2), (¢), (d))

5231 (Rev. See 5171(a), 5172,
5173(a), 5178(a)(1)(A), (B),
3)(A), (B)), 5241(a) (Rev. See
5201(a), 5202(a), (c))

52562 (Rev. See 5236)

5231 (Rev. See 5171(a), 5172,
5173(a), _ 5178(a)(1)(A),  (B),
(?é)(zA), (B)), 5246(a) (Rev. See
521

)
5631 (Rev. See 5601(a)(12), 5615(6),
5687)

5192(d) (Rev. See 7803; T. 5 §301)

5193(a) (Rev. See 5201(a), 5202(f),
5204(a), 5205(b), 5206(a), (c),
5211)

5009(c), 5193(b) (Rev. See 5206(a),
5214(a)(4))

5193(c) (Rev. See 5206(b))

5193(d) (Rev. See 5204(c))

5242(a) (Rev. See 5211, 5231(a))

5006(a) (Rev. See 5006(a)(1), (2),
5008(c))

5232(a) (Rev. See 5005(c)(1),
5006(a)(2), 5173(a), (¢)(1))

5232(a), (c) (Rev. See 5005(c)(1),
5006(2)(2), 5173(a), (e)(1),
5176(a), (b))

5006(b)

5245 (Rev. See 5204(a))

5244 (Rev. See 5213)

5194(a) (Rev. See 5211(a), 5212,
5213)

5194(d) (Rev. See 5214(a))
5194(c) (Rev. See 5241)
5194(e)(1) (Rev. See 5212, 5213)
5025(d), 5194(f)  (Rev.
5005(c)(1), 5212, 5223(a), (d))
5194(g) (Rev. See 5201(a), 5204(a),
5212)
5194(h) (Rev.
5250(a) (Rev.
5247(a) (Rev.

See

Omitted)
See 5205(b))
See 5175(a), 5206(a),

5214(a)(4))

5009(b) (Rev. See 5205(i)(4)),
5247(b)

5648 (Rev. See 5608)

52417(c)

5012(a) (Rev. See 5009)

5247(d) (Rev. See 5206(a))

Omitted

55622(a) (Rev. See 5214(a))

5011(a) (Rev. See 5008(a))

5006(a) (Rev. See 5006(a)(1), (2),
5008(c))

5011(a)(1)(A) (Rev. See
5008(a)(1)(A))
5011(a)(1)(B) (Rev. See

5008(a)(1)(B)), 5011(b) (Rev. See
5008(b)(1))

5011(a)(1)(B), (2) See
5008(2)(1)(B), (2))

5011(a)(3) (Rev. See 5008(a)(3),
4

(Rev.

(
5011(a)(4) (Rev. See 5008(a)(4))
5243(a) (Rev. See 5171, 5172,
5178(a)(3), (4)(A), 5233(a), (b))

2903(b)

2903(c)
2903(d) ...
2903(e) ...
2903(f) ...
2903(g) ...
2904(a)

2914(a)
2915(a) ...
2916(a) ...
3030(a) ...
3030(a)(1)

3030(a)(2)
3030(b) ...
3031(a)

3032(a)
3033(a) ......
3034(3) 3035 .

3037(a)
3038(a) ...
3039(a) ...
3040(a) ...
3041(a) ...
3042(a) ...
3043(a)

3070(a)

3070(b)

3073(a)
3074(a) ...
3100(a)

3101(a)

3104(a)

3105(a)

3106(a)

3107
3108(a)

3108(b)

3112(a)

3112(b)
3113(a) ...
3114(a)

3114(b)
3114(c) ...
3114(d)

5008(a)(1) (Rev. See 5205(a)(1),
3

5008(a)(2) (Rev. See 5205(a)(3))

5008(a.)(3)

5008(a.)(4)

5243(d) (Rev. See 5206(c))

5243(c) (Rev. See 5233(c))

5243(a), (b) (Rev. See 5171, 5172,
5178(a)(3), (H(A), 5202(g),
5233(a), ()

5243(e) (Rev. See 5175, 5206(c),

5214(a)(4))

5643  (Rev. 5601(a)(12),
5604(a)(11), (16), 5615(6),
5687)

See 5604(a)(4), (5),

5644 (Rev.
(10))

5243(b) (Rev. See 5202(g), 5233(b))

5243(f) (Rev. See T. 27 §121)

5632 (Rev. See 5601(a)(12),
5615(6))

5633 (Rev. See 7214)

5241(c) (Rev. See 7803; T. 5 §301)

5194(b)

5001(a)(9) (Rev. See 5001(a)(8))

5001(a)(5), 9) (Rev. See
5001(a)(4), (8)), 5041(&), 5041(b),
5042(a)(2), 5362, 5368(b)

5022, 5041(b)(4)

5043

()
5354, 5362, 5373(b)(1),
5391

5373(a), 5382(b)(2)

5373(b)(1)

5366

5025(f) (Rev. See 5025(g)), 5373(a),
5381, 5382(a), (b)(1), (2), 5383(a),
(0)(3), (4), 5392

5362, 5373(b)(4)

5362

5370(a)(1)

5351, 5354, 5356, 5368(a), (b), 5369

5043(b), 5368(a)

5192(a) (Rev. See 5202(a)), 5366

5661(a) (See Chapter 68), (b),
5385(b)

5381, 5382, 5383, 5392

5381, 5382, 5384, 5392

5331(a) (Rev. See 5171(a), 5172,
5173(a), (c), 5178(a)(5), 5202(e),
5207(a), (c), (d), 5214(a), 5241,
5242, 5273(b)(1), (2), (d), 5275)

5331(b), (¢) (Rev. See 5214(a),
5273(a), (b)(1), (2), (1))

5647 (Rev. See 5273(b)(1), (2), (d),
5601(a)(12), 5607, 5615(6))

5332 (Rev. See 5273(c))

5333 (Rev. See 5243)

See
12),

5373(b)(3),

5301 (See 5171(a), (b)(1), 5172,
5173(a), (b))
5302 (Rev. See 5171(a), (b)(1),

5172, 5173(a), (c), 5178(a)(3)(A),
(B), 5201(a), 5206(a,))

5303 (Rev. See 5171(a), (b)(1),
5172, 5173(a), (c), 5178(a)(5),
5241, 5242, 5273(b)(1), (2), (d))

5306 (Rev. See 5025(d), (e)1),
5103, 5113(a), 5173(c), 5201(a),
(c), 5204(c), 5243(a)(1)(A), 5306),
5312(c)

5309 (Rev. See 5222(b)),
(Rev. See 5222(b), 5412)
5305 (Rev. See 5171, 5172, 5173(a),
5178(a)(1)(A), (5), 5201(a), (b),
5207(a), (c), (d), 5211, 5223(a),
5235, 5273(b)(1), (2), (d) 5275,

5312(b))

5307 (Rev.
5201(a))

5308 (Rev. See 5212, 5223(a))

5310(a) (Rev. See 5214(a), 5241,
5242, 5273(b)(1), (2), (d))

5310(b) (Rev. See 5214(a), 5313)

5310(c) (Rev. See 5214(a))

5310(d) (Rev. See 5272(b))

5310(a) (Rev. See 5214(a), 5241,
5242, 5273(b)(1), (2), (d))

5502 (Rev. Omitted)

5412

See 5178(a)(2)(A),

5001(a)(6)

5004(b) (Rev. See 5004(a)(1),
(b)(1)), 5005(c) (Rev. See
5005(a), (b)(1), (c)(1))

5007(d) (Rev. See 5007(a)(1)), 5689
5011(c)

5304(a) (Rev. See 5171(b)(1),
5271(a), (b), (c), (e)1), (D),
5272(a))

5304(b) (Rev. See 5271(e))
5304(c) (Rev. See 5271(e))
5304(d)
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1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

3117(a)
3119 ...
3120 ...,

3150(a) ..
3150(b)(1) .
3150(b)(2) ...

3150(b)(3) .
3150(¢c) ..

3158
3159(a)—(c)
3159(e)—(i)
3159(j) ...
3160 ...

3170 ...
3171(a)

3172(a)
3173(a)
3173(b)(1)-(3) ..

3173(b)(4) ...

3177(a) ..
3177(b) ..
3171(c

3182(b) ..
3183(a)

3183(b)
3183(¢c) ..
3190-3195
3206 ...
3207 ...

3239 ...
3250(a)(1) .
3250(a)(3) .
3250(a)(4) .
3250(b)(1) .
3250(b)(2) .
3250(b)(4) .
3250(c)(1) .
3250(d)(1) .
3250(d)(2) ...

5686(a) (Rev. See 5687)
5686(b) (Rev. See 5505(1), 5686(a)),
7302

5314 (Rev. See 5557)

5688(d)

5315

5316

5313(a), (b) (Rev. See 5275)

5317(b) (Rev. See 5274)

5317(a)

5318 (Rev. See 5314(a)(2))

5119 (Rev. See 5002(a))

5001(a)(8) (Rev. See 5001(a)(9)),
5007(d) (Rev. See 5007(a)(1)),
5311 (Rev. See 5232)

5310(b) (Rev. See 5214(a), 5313)

Omitted

5051(a)

5054 (Rev. See 5054(a)(1))

5055 (Rev. See 5054(a)(1), (2), (c),

5053(a), 5401(b)

5053(b)

5401(a), (b)

5415(a)

5412, 5413, 5675

Omitted

5053 (Rev. See 5054(a)(1), (2), (¢),

(d)

5402(a), 5411

5671, 5672, 5673, 5674

5676(1)—(5)

5674

5052(b)

Omitted

5367, 5555(a)
5207(b)—(d))

5061(b)

5683

5684 (Rev. See 5687 and Subtitle
)

(Rev. See

5690

5685

5688(¢c)

5064 (Rev. See 5065)

5657 (Rev. See 5560)

5556 (Rev. See 5505(h))

55621(a)

5521(c)(1), (2)

55621(b)

5521(d)(D), (2)

55623

5062(a), (b)

Omitted

5511

5001(a)(7)

5217(a) (Rev. See 5005(c)(1), (2),
5025(d), (e)(2), 5212, 5223(a),
5234(b))

5217(b) (Rev. See 5561)

5217(c) (Rev. Omitted)

Omitted

4821

7235(d), 7264

4822, 4826

4841

7266(a)

4842

4721, 6001, 6151(a)

4722

4772
Omitted
4724

7237(a)
4775

4725
4731, 7343, 7701(a)
4751, 4752, 6151(a)
4753

4772
4754, 6001, 6065(a), 6071, 6081(a),
6091(a)

47

4761, 7701(a)

Omitted

5111(a)(1) (Rev. See 5111(a))
5111(a)(2) (Rev. See 5112(b))
5113(a)

5121(a)(1) (Rev. See 5121(a))
5122(c) (Rev. See 5121(a)(2))
5121(a)(2) (Rev. See 5122(a), (b))

5091
5111(b)(1) (Rev. See 5111(b))
5111(b)(2) (Rev. See 5112(c))

3250(d)(3) .
3250(e)(1) .
3250(e)(2) .
3250(e)(3) .
3250(e)(4) .
3250(£)(1)
3250(g) ..
3250(h) ..
3250(1) ...
3250(j)(1)
3250(1)(3) ..
3250(1)(1), (2)
3250(1)(3)~(5)
3251(a) ..

3251(b) ..
3251(c) ..
3252(a) ..
3252(b) ..
3252(C) ..

3254(b) ..
3254(c)(1) .

3254(c)(2)

3254(d)
3254(e) ..
3254() ...
3254(g) ..
3254(h) ..
3255(a) ..
3255(b) ..
3255(¢)

3971(c)(1) .
3272(a)

3273(a)
3273(b)

3312(a) ..
3312(b) ..
3312(c) ..
3312(d)

5091, 5113(b) (Rev. See 5113(a))
5121(b)(1) (Rev. See 5122(b))
5121(b)(2) (Rev. See 5122(b))
5121(c) (Rev. See 5121(c), 5122(c))
5123(a) (Rev. See 5113(a))

5081

5113(c) (Rev. See 5113(a))

5025(2) (Rev. See 5025(h))

5025(h) (Rev. See 5025(1))

5101

5106 (Rev. See 5106(b))

5131(a), (b)

5132-5134

5113(d)(1) (Rev. See 5113(c)(1))

5113(d)(2) (Rev. See 5113(c)(2))

5123(c) (Rev. See 5113(e))

5124(a)

5124(b) (Rev. See 5146(a))

5124(c) (Rev. See 5146(a))

5692 (Rev. See 5603)

5691 (Rev. See 5607, 5613, 5615,
5661(a), 5671, 5673, 5676(4), 5683,
7301, 7301(a), 7302)

5112(a) (Rev. See 5111(a), 5112(b))

5122(a) (Rev. See 5121(a)(1),
5122(a))
5111 (Rev. See 5l111(a), (b),

5112(b), (¢))
5052(a), 5092, 5402(a)
5112(b) (Rev. See 5112(c))
5122(b)
5025(c), 5082, 5387(c)
5102

5123(b)(1)

5123(b)(2) (Rev. See 5123(b)(2)(A))

512§(b)(3) (Rev. See 5113(d)(1),
(2))

5801(a)

5802

5841

5803

5854(a)

5854(a), (b)

4461, 4462, 4463

4471, 4472, 4473
5141, 7011(a)
4901

5142(a)

5142(b), 6151(a)

5104, 5142(c)

5143(a) (Rev. See Subtitle F),
6011(a), 6065(a), 6071, 6081(a),
6091(b), 6151(a)

5145 (Rev. See 5144), 6801(a)

5146 (Rev. See 6806(a), 7273(a)),
6806(a)

5693 (Rev. See 5692), 7273(a)

5147 (Rev. See 6107), 6107

4906, 5148 (Rev. See 5145)

4902, 5144(a) (Rev. See 5143(a))

4903, 5144(c) (Rev. See 5113(a),
5143(c)(1)-(3))

4904, 5144(b) (Rev. See 5143(b))

4905, 5144 (Rev. See 5113(a) 5143),
7011(b)

6302(b)

5149 (Rev. See 5147), 6302(b)

4907, 5144(e) (Rev. See 5143(e))

4401, 4402, 4404, 4421

6419

4403

4411

4412, 6091(b)

4413, 4903, 4907, 6107
6806(c)

7262, 7273(b)

4

6808

6801(b), 6804

6808

Omitted

6805(a)—(d)

Omitted

6331(a)

6011(a), 6071, 6601(c)(4), 6659
6011(a), 6601(c)(4), 6659
6601(a), (£)(1), 6659
6155(a), 6601(f)(1), 6659
6659

6011(a), 6071, 6081(a)

5703(c), 6302(c)

6155(a), 6201(a)(2)(A), 6601(c)(4),
6659

6501(a)
6501(c)(1), (3)
6501(c)(2)
6502(a)
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1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

3322

3323(a)(1), (2) .
3323(a)(3) .
3323(b)
3324(a)—(c)
3325 ...

3400(a), (¢) .
3480(b) 3401

3406(&)(1) .
3406(a)(2) .
3406(a)(3) .
3406(a)(4) .
3406(a)(5) .
3406(a.)(6) .
3406(a)(7)— (9)
3406(a)(10)

3448(b)
3449, 3450 .
3451 ...

3468
3469(a) (b), (c) .
3469(d)

3469(e)
3469(f)
3470 ...

3471 ...

3472-3474
3475(a) ..
3475(b) ..
3475(c)

3475(d)
3475(6)
3480 .

3481 ...

3482 ...

5’705(&) 6511(&) (b)(1), (2)
Omitt

7268
Omitted
7206(4)
7301
Omitted
7301(d)
7271(4)
7208(5)
7303(7)
7341(a)—(c)
7211

7304

6065(a.)

5704(b), 7510

Omitted

7652(b)(1), (2)
7653(a.)(2)

7653(b), (¢)

76562(a)(1)

7101, 7652(a)(2), 7803(c)
7652(a.)(3)

7653(a.)(1)

7653(b), ()

4071 4072 4073
Omitted

4061 4062 4063

6416(0)

4141, 4142, 4143, 4151, 4152
4111, 4112, 4113

4171, 4172 4173

Omitt

4191, 4192

Omitted

4131

4221

Omitted

4181, 4182, 4224, 5831

4201, 4221

6416(d)

4211

Omitted

4081, 4082, 4083, 4101, 4102, 7101,
7232

6412(b)

4091, 4092 4093, 7101
Omitt

4521, 4531 4541, 4551
4521

4531, 4532

4551, 4552, 4553
4541, 4542

460!

4220, 4224

6416, 6611

4218, 4219, 4223

Omitted

6011(a), 6065(a), 6071,
6091(b), 6151(a)

6151(a), 6601(a) HQ)

Omitted

4222

Omitted

4281, 4282, 4283

6011(a), 6065(a),
6091(b), 6151(a)

Omitted

4251, 4252, 4253, 4254

4253, 4292

4291, 6011(a), 6065(a), 6071,
6081(&) 6091(b), 6151(a), 6161(a)

Omitted

4261, 4262

4291,  6011(a),
6091(b), 6151(a)

6081(a), 6161(a)

4262, 4292

6081(a),

6071, 6081,

6065(a), 6071,

262,

6151(a), 6601(a), (f)

6415, 6416(f)

Omitted

4271, 42172

4272, 4292

4271, 4291, 6011(a), 6065(a), 6071,
6091(b), 6151(a)

6081(a), 6161(a)

4273, 7272

4331, 4361

4331, 4332, 4341, 4342, 4343, 4344,
4351-4353

4361, 4362

4382

4501, 4503

4501, 6011(a), 6071, 6091(b), 6151(a)

3496-3498 ..
3500, 3501 .
3!

3604(&)
3604(b) .
3604(c) ..

3611(a)(1) .

3611(a)(2) .
3611(b)
3611(c) ..
3612(a),
3612(d)(1) .
3612(d)(2) .
3612(e) ..
3612(f)

3613 ...
3614 ...
3615 ...
3615(a)—(c)
3615(d) ..
3615(e) ..
3616(a) .
3616(b) .
3616(c) 3617
3630

3632(&)(1)

3651(&)(1)
3651(a)(2), (b) .
3652

3656(a)(1) .
3656(2)(2)(A), (B) .
3656(b)(1) ...

3656(b)(2) .

3673(a), (b) ..
3674(&) (b)

3693(a)—(c)
3693(d)
3694 ...
3695(a)
3695(b) ..
3695(c)

4502
6418(b)
6511(e)(2)
6418(a)
6511(e)(1)
6601(a), (f)
Omitted
4501, 4504
7240

4502, T701(a)
4501, 6412(d)
7601(a)
7606(a), (b)
7342

7212(a), (b)
Omitted

6001

6046(a), 6071, 6091(a)

6046(b), (c), 6065(a)

7201, 7203

6011(a), 6065(a), 6081(a), 6091(a),
(b)(1), (2)

6020(a), 6065(a)

6071

6065(a), 6071, 6091(a), (b)(1), (2)
6020(b)
6651(a)
6653(b)
Omitted
6201(a)(1)
6021

7602, 7605(a)
7605(a)
7602

7603
7604(b)
7207

7210
Omitted
6101
7605(b)
7622(a)
7602
7622(b)
7402(b)
7604(a)
Omitted

6302(a)

7421(a), (b)
Omitted

6303(a), 6659
6601(a), (f)(1), 6659
6311(a)

6311(b)(1), (2)
6311(a)

6311(b)(1)

6331(a)
6155(a), 6862
6863(a), 7101
750

7207

6323(a), (d)
6325(a)(1), (2)
6325(b)(1), (2)

7424(b), (c)
Omitted

6331(a), (b)

6334

6331(a), (b), 6334(c)
6335(e)(2)(E)
6335(a), (b), (d)
6335(e)(2)(F)
6342(a)
6335(e)(1), (2)(A)
6335(e)(2), 7505(a)
7505(b)
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1939 Code
section number

1986 Code
section number

1939 Code
section number

1986 Code
section number

3706(&), ()
3706(c)— (e)

3770(a)(1) .
3770(a)(2) .
3770(a)(3) .
3770(a)(4) .
3770(a)(5) .
3770(b)
g770(b)(1) 2) .
70(c)

3771(b)(1) -
3771(b)(2) .
3771(¢) ..
3771(d) ..
3771(e)
3771(f), (8)
3772(a)(1) ...
(€))

3779(0)- (g)
3779(h) .
3779(1) ...
3780(a) ..

3791(b)
3792 ...
3793 ...
3793(a)(

3793(b) .
3793(b)(2) .
3794

3795(a)—~(d) ..

6337(a)
6339(a)(1)-(4)
Omitted
6331(a), (b)
6335(e)(2)(E)
6335(a), (), (1)
6335(e)(1), (2)(A), (B)
6335(e)(1)
6335(e)(2)(D), (F), (3)
6337(a)
6337(b)(1), (2)
6337(c)

6338(c)

6338(a)

6338(c)

6338(b)
6339(b)(1), (2)
Omitted
6340(a)
Omitted
6340(b)
Omitted

6332(a), (b)
2332(0), 7343

333
6335(c), 6342(b)
Omitted
6502(b)
6331(c)
6341
Omitted
7301(a)—(c)
7321

Omitted
7322, 7324
7324(1), (2)
7101, 7324(3)
7324(4)
7323(a)—(c)
Omitted
7101, 7325

7405(a)

6532(b) 7406(b)
Omitted

6602

7406

6531

7121 7122

7206(5)
6402(&) 6404(a)
6401(a)

6407

6402(a)
6402(a), 6404(a)
7423

7423(1), (2)
6401(c)
6611(a)
6611(b)(1)
6611(b)(2), (e)
6611(c)
Omitted
6611(f)
Omitted
7422(a)
6532(a)(1), (4
7422(b)
Omitted
7422(c), (d)
Omitted
6514(a)
6532(a)(2)
6514(b)
6405(a)—(c)
Omitted
6091(a), 6164(a)
6065(a), 6071, 6081(a), 6164(b)
6164(c)—(g)
6155(a), 6164(h)
6601(a), (e), (£)(1)
6065(a), (b), 6071, 6091(a), 6411(a)
6411(b)
6213(b)(2)
6164(i), 6411(c)
6406, 6611(g)
6071, 6081(a), 6091(a), (b)(1), (2),
7805(a)
7806(b)
7623
7206(3)
7303(8)
7206(2), 7207
7343
6601(a)
7506(a)—(d)

3797(a)(1)—-(11)
3797(a)(12) ...
3797(a)(13) ...
3797(a)(14)— (2
3797(b) (c) .

3920, 3921 .
3930(&) .
3930(b) ..
3931, 3932 .
3940-3942
3943 ...
3944, 39
3970
3971(a), (b) ..
3971(b)(1)~(3)
3975-3978 ..
3990, 3991 .

399
3993, 3994 .

b) . .
3905, 3906, 3910, 3911, 3915, 3916

7701(a)(1)—(11)
7701(a)(13)

Omit

1465, 7701(&)(14) (20)
7701(b), (c)

7507

76

7402(a)

1311-1314

7511

7852(a)
7508(a)
Omitted
7508(b)
Omitted
7508(a)

6801(a), 7805(c)
7803(b)(2)
Omitted
7803(a)

7801(b)
Omitted
7801(b), (c)
Omitted

7101, 7803(c)
Omitted

7808

7809(a), (b)
7809(h)(1)—(3)
7803(d)
Omitted

7101, 7402(d), 7803(c)
Omitted

3995(¢c) .. 7402(d)
3996, 3997 . Omitted
4000 ...... 7803(a)
4001-4003 Omitted
4010 ...... 7101, 7803(c)
4011, 4012 . Omitted
4013(a) ..... 5241
4013(b)—(d) . Omitted
4014-4022, 4030-4033 Omitted
4040 ...... 7803(b)(1)
4041(a) 7803(a)
4041(b) Omitted
42 ... 7402(c)
4043-4046 Omitted
4047(a)(1) 7213(b)
4047(b) .. 7214(b)
4047(c), ( Omitted
4047(8) 7214(a)
4048 ...... 7344
5000-5004 8001-8005
5010-5012 .. 8021-8023
TABLE II

1986 Code
section number

1939 Code
section number

11, 12(b)(3), (c), (D)
12(d)

400
23(aa)(4), 401, 402, 404
13, 15, 104(b), 261

108

35, 322(a)(4)
32

31

25
23(aa)(2)

22(a)

22(0)
22(3), 3799
123

22(b)(1)
22(b)(3)
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1986 Code 1939 Code 1986 Code 1939 Code
section number section number section number section number
22(b)(4) 112(b)(4), (d), (&)
22(b)(5) 113(a)(7), (8)

112(31)
112(g)(D), (2), (h)

22(b)(6)
22(b)(9), (10) 112(b)(10), (0), (), (&), (K), ()

22(b)(11) 113(a)(22)
112(b)(9), 113(a)(20), (21)
22(b)(12)
22(b)(13)
22(b)(14)
22(b)(16)
22(b)(8), 116(d), (e)
165(a)
165(b), (¢), (d)
22(b)(2)(B)
22(b)(17), 116(i) 23(p)
23(aa)(1) 130A
23(aa)(4), (5), 213(d) 41, 48(a), (b)
23(aa)(6) 46
23(aa)(3), (1) g(a), (0), (e), (8); 146(a)
25(b)(1) 42(a)
25(b)(3)
25(b)(2) 44
42(b), (¢), (d)
23 43
23(&)(1)
23(b) 22(c)
23(c), (d) 22(d)(D=(5)
23(e), (D), (@)D, (2), 3), D, (),
1), (k)(2) 45
23(k) 101 except (12) and last par.;
23(1), 23(n), 114(a) 165(a), 421
23(t), 124A Last par. 101
23(t), 124B 3813
23(0), (q), 120 3814
23(v), 125 421
23(s), 122 421(c), (d); 422
23(bb) 422(b)
424
23 101(12)(A)
23(a)(2) 101(12)(B)
23(x) 116(g)
102(a)
23(w) 102(a.
23(z) 102(b), (c)
26 26(d), 27(b)(2), 102(d)
26(a) 102(f)
26(b)(1)
26(b)(2) 500
26(b)(3) 501
26(b) 502, 507(b)
26(h) 503
26(c), (d); 504, 505
24(a) 505(e)
24(a)(1) 506
23(&)(1)(0) 24(a)(2), (3) 337
24(a)(4), (6) 331
23(b), 24(a)(5) 332
24(a)(7) 333
24(b), (¢) 334
24(f) 26(c), 335, 336
129 336(d)
130 26(%), 27(a)
23(k)(6) 26(f) 27(b)-(1)
04(c)
24(d) 26(f) 27(c) (1)
22(e), 115(a), (b> (@, (), 3 26(g), 2
115(c), (2)(1), 4 104(a)
115(2)(3) 23(k)(2), 117(1)
115(2)(2) 121
115(F) 169, second sentence of 170
23(r)
113(a)(19) 23(dd)
23(k)
115(c), (h), (D), (m), 394(d) 110
115(a), (b) 26(d)
23(m)
114(b)(1)
115(c) 114(b)(3), (4)
112(b)(6)
112(b)(7) 23(ff)
113(a)(15), (18) 23(cc)
22(b)(15)
117(k)
105
117(m) 161
115(c) 162(a), (e), (f); 163, 168, 170, 172
115(1) 162(d)
112(b)(5), (), (e) 162(b)
112(b)(3) 162(b), 164
112(b)(3), (11) 162(Db), (c)
112(c), (e) 162(D), (c), 164
162(d)

112(k)
113(a)(6), (23)
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section number

section number

section number

section number

166
167

162(g)
1m

126
154

181

182, 183, 184, 186, 189
183, 189

191, 3797(a)(2)

188

113(a)(13)
113(a)(13)

3797(a)(2)

201(b)

201(a)(1)
201(e)1)~(T), (), (e)
202(b

203A(b), (¢), (d)
202(c

201(a)(2), (3)
207(a)

207§a)(5), D), D, (©), @, (),
207(b)(2), (3)
204(a)

204(a)(2), (b)~(f)
205

206

361

362(a), ()(1)—(T)

362(b)(8)
119(a), (b), (e)
119(c), (d), (e)
119(e)

119(f)
211(a), (), (c)
212

213, 214

215, 216

219

220

221

231(a)

231(b), (c); 232(a), (b); 233, 234,
235(a)

231(d)

236(h), 237, 238

103

116(c)

116(h)

22(b)(T)

131(a), (g)

131(H)(1), (2)

131(h)

131(b)(1)

131(c), (d), (e)

116(a)

116(j), (k)

109

26(1)

251

116(f), 265
111
112(a)

113(b), except (1)-(4)
113(a)

113(a)(1)

113(a)(5)

113(a)(2), (3), (4)
113(b)(1), (2)
113(b)(3)

113(b)(4)

113(c)

113(d)

113(e)

112(b)(1), (e)(D), (e), 113(a)(6)

112(f), 113(a)(9)
112(n)

112(b)(2)
113(a)(11)
113(a)(12), (16)
113(a)(14)

112(m)
112(b)(8), 371
372, 113(a)(17)

373

118, 113(a)(10)
117(c)

23(ee), 117(b)
117(d)

117(e)
117(a)(1)
117(a)(2)-(10)
117(h)

117(e), (2)(1)
117(2)(2)

117(n)

117(2)(3)
117(0)
117(p)

107(a)

107(b)

107(d)

107(c), (e)

3801(b)

3801(b)

3801(a)

3801(c), (), (e), (), ()

22(d)(6)
127(c)(1)
127(c)(2)
127(c)(3)
127(c)(4)
127(c)(5)
127(d)
127(e), (f)

128
106

)
3797(a)(16)
650, 651
3806
1250
1251
1252
1253
141(a)
141(b)
141(c)
141(d), (e), (D), ()
141(h), (1)
15(c)

810, 935
822(b)

810, 813(b)
813(a)(2), 936(b)
813(c), 936(c)
9217

874(b)(3)
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1986 Code
section number

1939 Code
section number

1986 Code
section number

1939 Code
section number

811(k)
811(j)

811(a)

811(b)

811(c)(1)(A), 811(1)
811(c)(1)(B)
811(c)(1)(C), (c)(2), (3)
811(d)

811(e)

811(f); 403(d)(2) R.A. 1942; 2, P.L.
635 (80th Cong.)

811(g)

811(1), 812(b)

811(h)

935(¢c)
812(b)
812(b)

a)
1001(a), (b); 1008(a), 1030(a)
1003(a), 1003(b)

1000(b), 1030(b)

1002, 1005

1000(f)

1000(c); 452(b)(2) R.A. 1942; 2,
P.L. 635 (80th Cong.)

1004(a)(1)
1004(a)(2), 1004(b)
1004(a)(3)

1004(c)

1400
1401(a), (b)
1410

1412

1426(a)—(e), (g)—(1)
1420(e)

1427

1428

1432

1500
1501(a), (b)
1510

1532(a)—(e), (8), (h)
1534

1538
1600
1601(a), (b), (c)
1602

1603

1606

1607(2)-(3), (D—(0)
1608

1611

1621

1622(a)~(d), (2)-(k)
1623

1624

1420(a), 15630(a), 1605(a)
1402, 1503, 1512, 1622(e)
1422, 1531

1632

1650, 2400

2412(a)

2400, 2412(b)

1650, 2401

2401, 2412(a)

2412(b)

1650, 2402(a)

2402(a), (b)

1651(a)

2450

2403(c)

2404

2405

2413
2406, 2453
2406

3403(a), (b), (c)

3403(c), (d)
3400(a)
3400(c)
3400(a)
3412(a)
3412(D), 3412(c)
3412(a)

3405(b)
3406(a)(3)
3406(a)
3404(a)
3404(b)
3404(a), 3404(b)
3404(d)
3404(d)
3406(a)(1)
3406(a)
3406(a)(4)
3406(a)(4)
2700(a), 3407
2700(b)(2), 3407; 706, P.L. 911 (81st
Cong.)
3406(a)(6)
3406(a)(6)
3408(a)
3409(a)
2704, 3441
3440
3444
3445

3442
3406(b), 3408(b)

s

3446
2700(b), 3407, 3442(3)
21705

1700

1700(e), 1704
1701

1702, 1703
1710

1712
1711
3465

3465

3465, 3466(b), (c)
3465

3469

3469(a), (), ()
3475(a), (c)
3475(a), (b)
3475(e)

3460(a)
3460(b)

1857

1715(a), 1851, 3467(b)
3475(c)

3466(a), 3469(f), 3475(b)(1)

307 R.A. 1943

3469(d),

1800, 1802(a)
1802(a)
1808(g)
1802(a)

1800, 1801
1801

1801

1801

1801

1800, 1802(b)
1802(b)
1802(b)

3480, 3481(a)
3481(a)

1802(b), 3481(a)
1802(b), 3481(a)
1802(c), 3481(b)
1802(b), 3481

1802(b), 3481(a)
1802(b), 3481(a)
1802(b), 3481(a)

3480, 3482
3482
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TABLE II—CONTINUED TABLE II—CONTINUED
1986 Code 1939 Code 1986 Code 1939 Code
section number section number section number section number
4363 ... 3233
4371 1804(a)—(c) 3234
4372 . 1804(a)—(d) 2601, 3237
4373 . 1804, 1808(b)
4374 . 1821(b)(3) 3238
4375 . 2603
4381 1801, 1802(a), (b) 25650(c)(1), (2); 2552(b), 2590(c),
4382 1808(a)—(f), except (b), 3483 2592(b)

4383 1809(a) 3222, 3232

4401 3285(a), (¢), (d) 2556, 2595

4402 3285(e) 2563, 2602

4403 3287 3226, 3236

4404 3285()

4405 2651(a), (b)

4411 3290 2650

4412 3291 2651(c), 2659(a)

4413 . 3292 2653

4414 2654, 2655

4421 3285(b)

4422 3297 2321(a), (b)

4493 . 3298 2306, 2327(a)

4451 1807 2305, 2321(c), 2327(a), (d)
4452 1831(a) 2322(b)(e)

4453 1830 2323(c), 2324

4454 1809(a) 2307, 2327(a)

4455 1831(b) 2325

4456 . 1832 2311, 2327(a)

4457 .

4461 3267(a) 3206

4462 . 3267(b) 3208

4463 . 3267(c) 2320, 2322(a), 2323(a), (b); 3208
4471 1650, 3268(a) 2351(a), (b); 2356

4472 3268(a) 2351(c), 2355, 2356, 2361
4473 . 3268(2) 2352(b)~(e)

4474 2353(b), 2354(b), (c)

4501 3490(a), 3491(a), 3500, 3508 2360

4502 . 3492, 3507

4503 . 3490(b) 3210

4504 . 3501 3212

4511 2470(a)(1), (2) 2350, 2352(a), 2353(a), 2354(a)
4512 2477 1920(a), (b)

4513 . 2470(a)(2), 2470(b), 2474 1931

4514 1925

4521 3420, 3422 1926

4531 3420, 3423 1921

4532 49; 1927

4541 3420, 3425 1922

4542 3425 1923

4551 3420, 3424 1924

4552 3424 1920(c)

4553 . 3424(a) 1928

4561 2490, 2491(a) 1932

4562 . 2491(a) 1930

4571 2490, 2491(b), 2491(d) 1935

4572 2491(f) 1933

4581 2490, 2491(c)

4582 . 2491(c), (), 2492 1900

4591 2306, 2311(a) 1905

4592 2300 1901, 1906

4593 . 2300, 2307 1902

4594 2302 1903

4595 2303, 2404

4596 2302(e) 1805

4597 2303(c) 1805

4601 2493, 3430 1809(a)

4602 . 2492 1805

4603 . 1805

4701 2550(a), (b) 1805

4702 . 2551(a), (b), (¢)

4703 . 2552(a) 3271

4704 2553 3277

4705 2554 3278, 3292

4706 2558(a), (C) 3279

4707 . 3280

4711 2567(a) 3276

4712 2567(b), 2568 3283, 3292

4713 2569 2800(a)(1), (4), (6) (c), 3030(a)(1);
4714 2571 3111; 3125(a); 3182(b)
4715 2809(a), (b)(1), (2) (@), (d)
4721 3220

4792 3921 2800(e)(1), (2), (3), (4); 3112
4793 2553(a) 2800(a)(1), (d); 3112

4724 3924 2800(2)(1), (b)(2), (£); 2879(b); 2880,
4795 3227(a) 2900(a,)

4726 2800(F), (a)(3), (4); 2846(a), 2847(a);
4731 P.L. 240, (83d Cong.); 3228(a) 3112(b); 3125(a)

4732 2555 2803(a,)—(e), 2903(b)—(e)
4733 2558(b) 2802, 2885, 78

4734 2561 2802(a), (b);

4735 2564; P.L. 238, (83d Cong.) 2891<b), 2901<a) (b) (e), (d); 8113
4736 2562 2887

4741 2590(a), (b) 2800(a,)(5), 2801(b)

4742 2591 3030(a)(2)

4743 2592(a) 2801(6)(5)

4744 2593

4745 2598 2800(a)(5); 2801(c)(2), (e); 2883(e),
4746 3036(a), 3250(h), (i); 3254(2)
4751 3230(a) 2800(2)(1)(A)

4752 3230(b) (©), (@) 2802(c)

4753 323
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1986 Code
section number

1939 Code
section number

1986 Code
section number

1939 Code
section number

3030(a)(1), (2)
3030(a)(1)
3030(b), 3041

3150(a), (c)

3160, 3254
3153(b)(c)
3150(b)(1)
3150(b)(2), 3157(a)

3172(a)
3179(a), (b)
1656(a), (b)), (¢)
3174

3250(f)(1)
3254(g)

3250(c)(1), (dA)(3)
3254(d)

3250(j)(1)
3254(h)

3271(c)(1)

2818(a)

3250(3)(3)

3250@2(1))(,)(&)(3), (@D, (@2);

, (€)
3350(30(4) (A)(3), (g); 3251(a), ()

2831

3250(b)(1), (b)(4), (e)(1), (2), (3)
3250(0)(2), 3254(c)(1), (f)
3250(e)(4); 3251(c); 3255(a), (b), (c)
3252(a), (b), (¢)

3250(1)(1), (2)

3250(1)(3)

3250(1)(4)

3250(1)(5)

3270

3271(&) (b), (c)

327

327’7 3278 3279, 3280(a), 3283
3273(a)

3273(b)

3275(a)

3276

3282

2819

2832
2820(a), 2822, 2823
2810

2812

2814(a)(1), (a)(2)

2814(a)(1); 2815(a), (b)(1)(A), (B),
(€), (D)

2816

2817(a), (b)
2831

2849, 2850(a)

2820, 2838, 2877, 3042
2820, 2878(a), (b), (¢), (d)
2883(&)—(g), 2916

2836, 2870

2826 2827 2828, 2830, 2839
2841, 2844, 2859

2

3183(a), (b), (¢)
2872, 28173, 2875
2879(c), (d)

2872, 28173, 2915, 4013(a)

2879(a)

2903(a), (f), (g); 2904, 2905, 2910,
911

2875
2885(a), (b), 2886, 2888

2884

2801(e)(1)
2801(e)(2)
2831

2801(e)(1), (d)
2813, 2861, 2862
2828, 2830
2855, 2857
3100

3101

3102

3114

3105

3103

3106

3107

3104
3108(a)-(d); 3109, 3125(b)
3125(a)

3121(a), (c)
3117

3119

3120
3121(d), 3122
3123

3124
3070(a), (b)
3073

3074

3040

3031(a), 3040
3040

3030(a)(1), 3031(a), 3037, 3038; 19
U.S.C. 81(c), 1309, 1311

3034, 3035, 3042

3171
3030(a)(1), 3040, 3041
3040

3039

3031, 3032, 3033, 3036, 3037(a)
3036, 3044(a), 3045
3032, 3036, 3044, 3045
3036, 3044(b), (c)

3045

3043(a)

2801(e)(3), (4)

3254(g)

2801(c), (e)(3) 3031(a>
3036, 3044(b), 3045
3153(b); 3155(a), (b)
3158, 3254(d)

3158

3104, 3155(f)

3155(f)

3155(c)

3110

3182(a)

3177(a), (b), (c), (A)(1)
2891(a)

3178
2815(c), (d), (e)
2829
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1986 Code
section number

1939 Code
section number

1986 Code
section number

1939 Code
section number

5705

5712 ...
5713 ...
5722 ...
5723 ...
5731 ...
5732 ...
5741 ...
5751 ...
5752 ...
5753 ...
5761 ...
5762

5763

2822
2839

2841
2857(a), 2859
2807

2853

2852

2806(c)
2806(f)
2801(e)(2)
2801(f)

2856

2865

2876

2912, 2913
2914(a)
2806(a)(1)(2)
2867

(f)
3159(e), (1), (8), (h), (1)
2831

2821, 2851

3173(a)

3173(b)

3173(c)

3115, 3116

2806(2)

zag%m (b), 3118, 3173(d), 63 Stat.
ts

2800(&)(1)(B), 3112(b), 3150(b)(3)

3173( )(4)

3252

3274

2000

2010, 2030, 2050, 2110

2001, 2002(b), (c), 2194, 3310(f)(2)

, 2101, 21 11(f); 2130(d);
2135(a)(1),  (2), (3); 2197(b);
2130(d)

2137, 2198, 3313

2136

2000(g)(1), (2), (3)

2013, 2033, 2039(a), 2053

2012, 2032, 2052

2014 2054

2017, 2036

2019 2038, 2039(b), 2194

2100, 2102, 2103(a)(1), 2111,

2112(&)(1), 2130(a), (b), (¢)
2059, 2060

2058

2018, 2037, 2039(b)(1), 2056, 2194
2104(a), 2113, 2170(a)(2)
2103(e), 2112(e)

2190

2156(c), 2161(m)(1), 2180(1)

2130(a), (b), (c); 215l(a), (C);
2155(a), 2156, 2160(a)-(e), (g),
), 2161(a), (c), (e)(g);
2162(2)(2), (D), (b); 2170(a)(2),
@, (b); 2171(a), (b)(2); 2172,
2173(a), 2174, 2176(a)(2), (3);
2180(a), (A)—()

2155(b), 2160(h), 2161(b), (h),
OO, GHAO, OO, mM)2);

2170(b), 2171(a), 2175, 2180(Db),
32%)(1). (h), @), k), (OD), (2)

3261(a)
3262
2720

2
2100, 3407
3261(b)

6011(b)
6012(a)

6012(b)(1) ...
6012(b)(2) .
6012(b)(3) .

6012(b)(4) .
6012(b)(5) .

6013(a) .

6013(b) ..
6014(a) ..
6014(b) ..
6015(a) ..
6015(b) ..
6015(¢c) ..
6015(d) ..
6015(e) ..

6015(f)
6015(g)
6015(h)

6016 ...
6017 ...

6018(a)

6018(b) ..
6019(a) ..
6019(b) ..
6020(a) ..
6020(b) ..

6065(2) ..

6065(b)

2724

2725

2727

2728

2731

2732

2733

2726(a)

2726(b)

2726(c)

3263

2729

2730

51, 54(a), (b); 821(d), 1007(a), (b):
1720 1835, 1928(b), 2302, 3,
2322(c), 2324, 2352, 2555, 25669(d),
2594(a), 2653(b) 2709, 2724,
3220(c), 3233(a), 3603

47(a), 51, 143(c), 215(a), 217, 235,
251(g), 1420(c), 1530(b), 1604(a),
1624, 1700 (c)(2), (d)(2), (e)(2);
1716(a),  1852(a),  1902(a)(1),
2403(a), 2451(a), 2471, 2701,
3272(a), 3310(a), (b), (H)(1),
3448(a), 3461, 3467(b), 3469(d).
3475(c), 3491(a), 3611(a)(1)

5l(a),

3,
217(b), 235(b)
51(b)(4), (C), (2)(5); 142(a)(1)
51(c), 58(f), 142(a)
52(a)

52(a), 142(a)(2), (4);

142(a)

142(b)

51(b)(1), (2), (3), (4, (5)
51(2)(1)—(5)
SL(H(), (2), ()
51(b)(1), 51(£)(3)
58(a)

58(c)

58(b)

58(b)

58(d)(2)

58(d)(3)

60(b)

58(a)

482(a)

821(a)(1), 864(a)(1), 937
821(a)(2), 864(a)(2)
1006(a)

3611(a)(2)
3612(a), (c)

3613
187
169(f)
54(f)
153(a)

153(b)
153(b)
338

339
274(a), 820

147(b)(2)
147(b)(1)
147(c)

148(a), (b), (c)
148((1) (e)
148(f

148(f)

148(f)

149

3604(a)
3604(b)
3604(b)

1403, 1633(a), (b)
1633(a)

1633(b)

1633(b)

3809(b)

52(a)

187

58(g), 3809(b)

142(a), (b), 148(a), (d), (e); 149,
169(f). 187, 233, 821(a), 864(a).
1006(a), 1604(a), 1716(a), 1852(a),
1902(a)(1), 2403(a), 2471, 2555(a),
(c); 2701, 3233(a), 3272(a), 3330,
3448(a), 3461, 3467(b), 3469(d),
3475(c), 3604(b), 361i(a), (c).
3779(b), 3780(a.), 3809(c)

51(a), 54(f), 58(b), 215(a), 3780(a)
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1986 Code
section number

1939 Code
section number

1986 Code
section number

1939 Code
section number

6072(a) .
6072(b) .
6072(c) .
6072(d) .
6072(e) .
6073(a) .
6073(b) .
6073(c) .
6073(d) .
6073(e) .
6074(a) .
6074(b) .
6074(c) .
6075(a) .
6075(b) .
6081(a) .

6081(b) .
6081(c) .
6091(a) .

6091(b)(1)

6091(b)(2)

6091(b)(3) ...
6091(b)(4)
6101 ..

6151(a) .

6151(b) .
6151(c) .
6152(a)(1)
6152(a)(1)(A)
6152(a)(1)(B)
6152(a)(2)
6152(a)(3)
6152(b)(1)
6152(b)(2)
6152(c) .
6152(d) .
6153(a) .
6153(b) .
6153(c) .
6153(d) .
6153(e) .

141(b), 147(a), 148(a), (b), (¢), (e);
149, 150, 153(a), (b), 82
864(b),  874(h)(3),  1253(a),
1420(c), 1530(b), 1604(a), 1716(b),
1852(a),  1902(a)(1),  2403(a),
2451(a), 2471, 2565(b), (c), 2701,
2734(e), 3233(a), 3272(a), 3310(a),
(f)(1);  3448(a), 3461, 3467(b),
3469(d), 3475(c), 3491(a), 3604(a),

3611(b), (c); 3779(b), 3780(a),
3791(a)

53(a)(1), 143(c)

53(a)

217(a), 235(a)

3805

58(d)(1)

60(a)

58(d)(2)

60(b)

60(c)

821(Db), 864(b)

1006(b)

58(e), 141(b), 147(a),

148(a), (b), (c), (e); 149, 150,
15 (M);  821(b),  864(b),
8’74(10)(3) 1253(a), 1420(c),
1530(b), 1604(b), 1625(c), 1633(c),
1716(b), 2403(a), 2451(a), 2471,

2555(¢)(1), 2701, 3233(a), 3272(a),
3310(f)(1), 3448(a), 3461, 3467(Db),
3469(e), 3475(d), 3611(a)(1), 3634,
3779(b), 3791(a)

147(a), 148(b), (c), (d), 149, 150,

153(a), (b), 820, 874(b)(3),
1253(a), 1420(c), 1530(D),
25655(c)(1),  2734(e),  3233(a),

3604(a), 3611(a)(1), (c); 3779(a),
3780(a), 3791(a,

53(b)(1), 58(d)(2), 60(b), 143(c),
821(c), 864(c), 1006(b), 1604(a),
1716(c),  1852(b),  1902(a)(2),
2403(a), 2451(a), 2471, 2701,
3272(a), 3291(a), 3448(a), 3461,
3467(b), 3469(d), 3475(c), 3491(c),
3611(a)(1), (c); 3791(a)

53(b)(2), 141(b), 143(c), 1604(a),
1716(c),  1852(b),  1902(a)(2),
2403(a), 2451(a), 2471, 2701,
3272(a), 3291(a), 3448(a), 3461,
3467(b), 3469(d), 3475(c), 3491(c),
3611(a)(1), (c); 3791(a)

821(c), 864(c)

3630

55(a)
55(b)
55(¢c)
55(d)
58(h)
55(e)
153(c)
722(g)
1604(c)
3275, 3292
63

56(a), 143(c), (h); 144, 218(a),
236(a), 822(a)(1), 1008(a),
1253(a), 1530(b), 1715(b), (c);
1853(a), (b); 1902(a)(3), (b);
2403(b), 2451(a), (b); 2472,
2702(a), 3220, 3230, 3271(b),
3272(a), 3448(a), (b); 3461
3467(b), 3469(b), 3470, 3475(0),

3491(a), (c)
51(£)(2), 56(i)
322(b)(4), (e)
56(b)(2)(A)
56(b)(2)(A)
56(b)(2)(B)
56(b)(1)
1605(
56(b)(3)(A) 1605(c)
56(b)(3)(B
272(1)
56(b)(4)
59(a)

6155(a)

6161(a)(2)
6161(b)(1) .
6161(10)(2) .
6161(c) .
6161(d) ...
6162(2) ...
6162(b) ...
6163(2) ...
6163(b) ...
6164(2) ...
6164(b) ...
6164(C) ...
6164(d) ...
6164(e) ...
6164(F) ...
6164(g) ...
6164(h) ...
2164(1)

6201(2) .evveeieiiiiiiiiieie e
6201(a)(1) ..
6201(a)(2)(A)

6201(a)(2)(B)
6201(a)(3) ..

6205(a)(1) ..
6205(2)(2) ..
6205(h) ...

6211(&) .
6211(10)(1) -
6211(b)(2) ..
6211(b)(3) ..
6212(a) ......
6212(b)(1) ..
6212(b)(2) ..
6212(b)(3) ..
6212(c)(1) ..
6212(c)(2) ..
6213(a) ......
6213(b)(1) ..
6213(b)(2) ..
6213(b)(3) .
6213(c) ...
6213(d) ...
6213(e) ...
6214(a) ...
6214(b) ...
6214(c) ...
6215(a) ...
6215(b)
6216 ...
6301 ...
6302(&)
6302(b)

6302(c)
6303(a) ...
6303(b)
6304 ...
6311(a) ...
6311(b)(1) ..
6311(b)(2) .
6312(a) .
6312(b)
6313

6314(a)
6314(b) ...
6314(c)
6315 ...

6323(&)
6323(&)(1) .
6323(a)(2) ..
6323(a)(3) ..
6323(b) ...
6323(¢c) ...
6323(d)(1) ..
6323(d)(2)

22(A)(6)(F), 51(£)(2), 131(c), 146(a),
272(b), (c); 273(a), (), (i);
274(b), 292(a), 871(b), (c), (i);
872(a), (g), (1); 874(b)(3), 891,
1012(b), (c); 1013(a), (g), ();
1015(b), 1021, 1117(g), 1605(c),
3310(d), 3311, 3660(a), 3779(h)

56(c), 58(e), 1008(b),
3467(b), 3469(e), 3475(d)

822(a)(2)

272(3), 1012(1)

1605(d),

871(h)

274(b), 1015(b)
56(c)(2)

925, 926

3779(a)
3779(b)
31779(c)
3779(d)
31779(e)
3779(f)
3779(g)
3779(h)

3781
56(c)(2), 272(j), 822(a)(2), 871(h),
1012(i)

3640, 3647
3612(f)
1809(b)(2), 2351(c)(2), 2651(c)(2),
3311

59(d)
22(m)(4)

1401(c), 1411, 1501(c), 1521
1411
1421, 1502, 1522

271(a), 870, 1011
271(b)(1)

271(b)(2)

271(b)(3)

272(a), 871(a), 1012(a)
272(k), 1012(j)

272(a)

901(d)

272(f), 871(f), 1012(f)

272(a), 871(a), 1012(a)
272(f), 871(f), 1012(f)
3780(c)

272(c), 871(c), 1012(c)
272(d), 871(d), 1012(d)

272(e), 871(e), 1012(e)
212(g), 1012(g)

272(h), 871(g), 1012(h)
272(b), 871(h), 1012(b)

3651(a)(1)

3652

1420(c), 1719, 2550(c), 2708, 3281,
3282

3310(£)(2)

3655(a,)

3656(a)(1), (b)(1)
3656(a)(2)(A), (b)(2)
3656(a)(2)(B)

3657

56(g), 1008(d),
1605(e), 3658
1008(e), 3659(a)

823

1420(d), 1530(d),

59(d)

3670

3671
3672(a)
3672(a)(1)
3672(a)(2)
3672(a)(3)

3672(b)(1)
3672(b)(2)
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6323(e)
6324(a)(1)
6324(2)(2) ...
6324(2.)(3)
6324(b) ...
6324(C) ...
6325(a)(1)
6325(2.)(2)
6325(b)(1)
6325(b)(2)
6325(C) .
6325(d) .
6326 ..

6335(9)(1)
6335(e)(2) .
6335(9)(2)(A) .
6335(e)(2)(B) ..
6335(e)(2)(C) ..
6335(e)(2)(D)
6335(e)(2)(E)
6335(e)(2)(F)
6335(e)(3)
6336 ..

6337(a
6337(b)(1)
6337(b)(2)
6337(c) ....
6338(a) .
6338(b) .
6338(c) ....
6339(a)(1)
6339(a)(2) ...
6339(a)(3) ...
6339(a)(4) ...
6339(a)(5) ...
6339(b)(1) ...
6339(b)(2)

6412(b)(1)
6412(b)(2)
6412(c) ...
6412(d) .
6412(e) ....
6413(a)(1)
6413(a)(2)
6413(b) ....
6413(c)(1)
6413(c)(2)

6415(b) .

6415(c)
64156(d) .
6416(a)

6416(b)(1)
6416(b)(2)(A) .
6416(b)(2)(B) .

6416(b)(2)(C)

827(a)
827(b)
827(c)
1009

827(a), 1009, 3673(a)
3673(b)

3674(a)

3674(b)

3675

3310, 3660, 3690, 3692, 3700
3690, 3692, 3700
3715

3710(a)
3710(b)

3693(a), 3701(a)
3693(D), 3701(b)
3712

3693(c), 3701(c)
3695(a), 3701(d), (e)
3695(b)

3695(a), 3701(d)
3701(d)

3701()

3693, 3701
3693(d), 3701(f)
3701(f)

3696, 3702
3702(b)(1)
3702(b)(2)
3702(c)

3703(b)

3704(b)
3703(a), 3704(2)
3697(a)(1)
3697(b)

3697(c)

3697(d)

3704(c)(1)
3704(c)(2)
3706(a), (b)
3706(f)

3716

3694

3712

3770(a)(2)
322(a)(2)

3770(c)
1027(a> 3770(a)(1), (4), (5)
32 (a)(3)

3770(a)(1), (5)
273(j), 873, 1014

37717(a)
37717(b)
3771(¢c)
3790
3770(a)(3)
3780(a)
3780(b)
3781

3412(g)(1)
3412(2)(2)

3508
1401(c), 1411, 1501(c), 1521
1411

1421, 1502, 1522
1401(d)(3)
1401(d)(4)
1601(d)
143(f), 1622(f)(1)
1854(a), 3471(a)
1715(d)(D),  (2);
3471(b), (c)
1715(d)(2)
1715(d)(1), 1854(c), 3471(c)
1715(d), 2407(b),
3443(a)(3)(B), (b), (d)
2407(a), 3443(a)(2)
3443(a)(3)(A)(1)
3443(a)(3)(A)(ii)
3443(a)(3)(A)(ii)

1854(b), (©);

2452(b),

6416(1)(2)(D)
6416(b)(2)(E) ...
6416(b)(2)(F) ...
6416(b)(2)(G) ...
6416(b)(2)(H) .
6416(b)(3) ...
6416(c)
6416(d)
6416(e)
6416(f)
6417(a
6417(b)
6418(a)
6418(b)
6419 .
6420 .
6501(2) ....

6501(b)(1)
6501(b)(2) ...
6501(b)(3) ...
6501(c)(1)

6501(c)(2)
6501(c)(3)

6501(c)(4)
6501(c)(5)
6501(d) .......
6501(e)(1)(A) .
6501(e)(1)(B) ..
6501(e)(2) ...
6501(f) .
6501(g)
6502(a)

6502(b)
6503(a)(1
6503(a)(2)
6503(b)
6503(c)
6503(d)
6503(e)
6504 ...
6511(a) ....

6511(b)(1)

6511(D)(2) woovvviiiiiiiiiiiiiiiiii
6511(c)
6511(d)(1) ...
6511(A)(2)(A) .
6511(A)(2)(B) .
6511(d)(3) ...
6511(e)(1) ...
6511(e)(2)
6511(f) .
6512(a)
6512(b)
6513(a)
6513(b)
6513(c)
6513(d)
6514(a)
6514(b)
6515 .

6521 .

6531 ...
6532(a)(1)
6532(a)(2) ...
6532(a)(3) ...
6532(a.)(4)
6532(b)
6533 ...
6601(a) ....

6601(b) ....
6601(c)(1)

6601(c)(2)
6601(c)(3)
6601(c)(4)
6601(d) ....
6601(e)
6601(f)(1) ....

2452(a)
3443(2)(3)(A)(iv)
3443(a)(3)(A)(V)
3443(a)(3)(A)(vi)
3443(a)(3)(A)(vii)
3443(a)(1)
3403(e)

3408(b)

2705

2703(a), 3471(b)
2473

2474
3494(a)
3493(a)
3286

275(a),
3312(a

275(f)

1635(e)

276(a), 874(b)(1),
1635(b), 3312(b)
1635(c), 3312(c)
276(a), 874(b)(1),
1635(b), 3312(b)
276(b)

874(a), 1016(a), 1635(a),
)

1016(b)(1),

1016(b)(1),

275(b)
275(¢)
275(d)(1)

2176(c), 874(b)(2),
1635(d), 3312(d)

3714(b)

271, 875, 1017

141(h )

274(b), 1015(b)

1016(b)(2),

822(a)(2), 871(h)

322(b)(1), 910,
1636(&)(1), 3313
(b)(1), 910,
1636(&)(1), 3313
322(b)(2), 10,
1636(&)(2), 3313
322(b)(3)
322(b)(5)
322(b)(6)
322(g)

1027(b)(1),
1027(b)(1),
1027(b)(2),

3494(b)
3493(b)

322(c), 911, 1027(c)
322(d), 912, 1027(d)
322(b)(4)

322(e)

1636(c)

3774
3775

3812
3748(a)
3772(a)(2)
3774(b)

3772(a)(3)
3746(a), (b), (c)

146(f), 292(a), (c), (d); 294(a)(1),
(2), (b), (c); 295, 296, 297, 298,
890(a), (b), 891, 892, 893(a)(1),
(2); (D)D), (2, 3), (D 925,
1020(a), (b), 1021, 1022,
1023(a)(1). (2); (D)D), (2). (3),
(4), (5), 1420(b), 1530(c), 1605(b),
1717, 1853(c), 2403(b), 2451(b),
2475, 2706, 3310(c), 3448(b), 3470,
3495, 3655(b), 3779(1), 3794

890(a), 925

294(a)(2), 296, 893(a)(2),
1023(a)(2), (b)(3)

56(b), 272(i), 1605(c)

297, 892, 1022

3310(a) (b), 3311

292(a), 891, 1021

292(c), 37’79(1)

292(a), 294(b), 295, 296, 298, 890(a),
(b), 891, 893(a), (b), 1020(a), (b),
1021, 1023(a), (b), 1420(b),
1530(c), 1605(b), 1717, 1853(c),
2403(b), 2451(b), 2475, 2706,
3310(c), (d), 3448(b), 3470, 3495,
3655(b), 3779(1)

(0)(3);
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6601(f)(2) .
6601(f)(3) .
6601(g) .
6601(h) .
6602 ..
6611(a) .
6611(h)(1)
6611(0)(2)
6611(c) .
6611(d) .

6653(2.)
6653(h)

6653(c)(1) ...
6653(¢)(2)
6653(d) .
6653(9)
6654 .
6655
6656
6657
6658
6659 ..

6801(&) .

6801(b) .
6802(1) .
6802(2) .
6802(3) .

6803(a)(1)
6803(2)(2)
6803(b)(1)
2803(b)(2)

6851(a)(1)
6851(2.)(2)
6851(b) .
6851(c) .
6851(d) .
6851(e) .
6861(a) .
6861(b) .
6861(c) .
6861(d) .
6861(e) .
6861(f) ..
6861(g) -
6861(h) .
6862(a) .
6862(b) .
6863(a) .

6863(b)(1) ...
6863(b)(2)

6903(a) .

59(d)

3746(d)

3443(c), 3771(a)
3771(b)(1)
3771(b)(2)

3771(c)

322(b)(4), (e); 1636
3771(b)(2)

3771(e)

3790

291, 894(a), 1631, 3612(d)(1)

294(a)(1)(A)

51(2)(6)(A), 293(a), 894(a) 1019(a)

51(g)(6)(B) 293(b), 871(i), 1019(Db),
2(d)(2)

361
271, 870, 1011

1821(a)(3)

294(A)(1)(B)

146(f)

51(2)(6), 291, 293, 871(i), 1019,
1117(2), 1634(b), 1718(c),
1821(a)(3), 3310(a)-(e), 3311,
3655(a.)(h)

1718(c),  1821(a)(3),  2557(b)(4),
2707(a

1718(d),  1821(a)(4),  2557(b)(8),
2707(d

1718(c),  1821(a)(3),  2557(b)(4),
2707(a)

1117(g)

1634(b)

1809(b)(1),  2652(a),  3273(a),

3300(a), 3901(a)(2)
1809(b)(1), 3301(a)
1423(a), 1817(a)
1817(b)

1817(c)
1423(b)
1423(c)
1818(a)
1818(b)
1815, 1920(c), 3301(a)
3304(a)
3304(b)
3304(c)
3304(d)
3273(b)

3293
3725

146(a)(1)
146(a)(2)

146(d)

146(e)

146(b)

273(a), 872(a), 1013(a)
273(b), 872(b), 1013(b)
273(c). 872(c), 1013(c)
273(d), 872(d), 1013(d)
273(e), 872(e), 1013(e)
273(1), 872(1), 1013(1)
273(k), 872(3), 1013(j)

3660(a)
273(f), (h); 872(f), (h); 1013(f), (h);
3660(b)

273(g), 872(g), 1013(g)
273(5), (h); 872(), (h); 1013(5), (h)

274(a), 1015(a)
274(a), 1015(a)

274(a)

274(b), 1015(b)
311(a), 900(a), 1025(a)
311(a), 900(a), 1025(a)
311(b), 900(b), 1025(b)
311(b)(4)

311(c), 1025(c)

311(d), QOO(C) 1025(d)
311(e), 1025(g)

311(%), 900(6) 1025(f)

1119(&)
1119(b)
312(a), 901(a), 1026(a)

6903(b)
6904 ...
7001(a)
7001(b) ...
7011(a) ...
7011(b)
7012 ...

7212(b) .
7913(a)1) .
7213(a)(2) .
7213(&)(3) .
7213(h) .
7213(c) ...
7214(a) ...
7214(h) ...
7214(c)
7231 ...
7232 ...
7233(1)
7233(2) ...
7234(a) ...
7234(h) ...
7234(c) .
7934()1) .
7934(d)(2)(A)
7234(d)(2)(B)
7234(A)(3)
7234(d)(4) .
7235(a) .
7235(b) ...
7235(C) ...
7235(d) ...
7235(e)

7263(a)
7263(b)
7264 .......
7265(a)(1) ..
7265(a)(2) ..
7265(b) ...
7265(¢c) ...
7266(a)(1) ..
7266(a)(2) ..
7266(&)(3) .
7266(b) ...

7266(c) ...
7266(d) ... .
7266(e) ... .
T266(E) wovvvviiiiiiiieieeeee

312(c), 901(c), 1026(c)
150

3270(a)
3280(a)

44(d), 56(c)(2), 112(b)(6)(D), 131(c),
146(b), 272(j), 273(H), 822(a)(2),
872(f), 926, 1012(i),
1145, 1818(a), 2302(e),
2322(e), 2352(e), 2474, 2569(h),
2653(d), 3360(d)(2)(B), 3412(d),
3413, 3660(b), 3722(C), 3724(0)
3943, 3992, 4010, and 6 U.S.C
3676

3760

145(a), (b), 153(d), 340,
894(b)(2)(B), (C); 937, 1024(a),
(b); 1718(a), (b); 1821(a)(1), (2),
(b)(4); 2557(b)(2), (D)(3); 2656(f),
21707(b), 2707(c), 3604(c)

145(Db), 894(b)(2)(C), 1718(b),
1821(a)(2), 2557(b)(3), 2707(c)

145(a), 153(d), 340, 894(b)(2)(B),
937, 1024(a), 1718(a), 1821(a)(1),
2557(0)(2), 2707(b), 3604(c)

1634(a)

1626(d)

3809(a)

3793(b)

3793(a)

2656(a), 3321

31762

894(b)(2), 3616(a), 3672, 3793(b)
3300(b)

1425(b)
1823(a)
1822, 1823(b)
1823(c)
3323(a)(3)
1425(a)
3616(b)
3325
3601(c)
3601(c)(2)
55(f)(1)
55(£)(2)
55()(3)
4047(a)(1)

4047(e)
4047

150
3412(d)
1929(a)(1)
1929(a.)(2)
2308(a)
2308(c)
2308(h)
2308(i)(1)
2308(2)(1)
2308(2)(2)
2308(1)(2)
2308(d)
2326(a)
2326(b)
2326(c)
3207(b)
2327
2357(b)
2557(b)(1), 2596, 3225, 3235
2557(a)
2570
2656(b)
2656(d)
3506

2326(a)(2)
2308(e), 2327(a)
2308(j), 2327(a)
3211(a)

3211(b)

3211(c)

2357(a)

2357(c)

2357(d)

2357(e)

2357(f)
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7267(2)
7267(b) .
7267(c) .
7267(d)
7268 ..
7269
7270 ..
7271(1)
7271(2) .
7271(3) .
7271(4) .
7272(2)
7272(b) .
7273(2.)
7273(b)
7274 ..
7275 ..
7301(a)

7301(b) .
7301(c) .
7301(d) .

7303(6)(A)
7303(6)(B)
7303(7) .

7405(a)
7405(b) .
7405(c) .
7405(d)
7406 ..
7407 ..
7421(a)
7421(b) .
7422(a) .
7422(b) .
7422(c) .
7422(d) .
7422(e) .
T422(f) ..
7423(1) .
7423(2) .
7424(a)(1)
7424(a)(2)
7424(a)(3)
7424(b) .
7424(c)
7425 ..
7441

7442 ..
7443(a)
7443(b) .
7443(c) .
7443(d) .
7443(e) .
7443(f) ..
7443(g) .
T444(a) .
7444(b) .
7444(c) .
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An Act to revise the internal revenue laws of
the United States

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled, That

(a) Citation

(1) The provisions of this Act set forth under
the heading ‘‘Internal Revenue Title”” may be
cited as the ‘“‘Internal Revenue Code of 1986 [for-
merly I.R.C. 1954]".

(2) The Internal Revenue Code enacted on Feb-
ruary 10, 1939, as amended, may be cited as the
“Internal Revenue Code of 1939°.
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(b) Publication

This Act shall be published as volume 68A of
the United States Statutes at Large, with a
comprehensive table of contents and an appen-
dix; but without an index or marginal ref-
erences. The date of enactment, bill number,
public law number, and chapter number, shall be
printed as a headnote.

(c) Cross reference

For saving provisions, effective date provi-
sions, and other related provisions, see chapter
80 (sec. 7801 and following) of the Internal Reve-
nue Code of 1986.

(d) Enactment of Internal Revenue Title into law

The Internal Revenue Title referred to in sub-
section (a)(1) is as follows: * * *,

(Aug. 16, 1954, ch. 736, 68A Stat. 3; Oct. 22, 1986,
Pub. L. 99-514, §2, 100 Stat. 2095.)

AMENDMENTS

1986—Subsecs. (a)(1), (c). Pub. L. 99-514 substituted
“Internal Revenue Code of 1986’ for ‘‘Internal Revenue
Code of 1954”.

REDESIGNATION OF INTERNAL REVENUE CODE OF 1954;
REFERENCES

Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided
that:

‘‘(a) REDESIGNATION OF 1954 CODE.—The Internal Reve-
nue Title enacted August 16, 1954, as heretofore, hereby,
or hereafter amended, may be cited as the ‘Internal
Revenue Code of 1986°.

‘““(b) REFERENCES IN LAWS, ETCc.—Except when inap-
propriate, any reference in any law, Executive order, or
other document—

‘(1) to the Internal Revenue Code of 1954 shall in-
clude a reference to the Internal Revenue Code of
1986, and

‘“(2) to the Internal Revenue Code of 1986 shall in-
clude a reference to the provisions of law formerly
known as the Internal Revenue Code of 1954.”

INTERNAL REVENUE TITLE

Subtitle

Income taxes §§1-1564.1

Estate and gift taxes §§2001-2663.

Employment taxes §§3101-3510.

Miscellaneous excise taxes §§4001-5000.

Alcohol, tobacco, and certain other excise
taxes §§5001-5881.

Procedure and administration §§6001-7873.

The Joint Committee on Taxation §§8001-8023.

Financing of Presidential election campaigns
§§ 9001-9042.

Trust Fund Code §§9500-9602.

Coal industry health benefits §§9701-9722.2

Group health plan requirements §§9801-9833.1

meHE HUawk

mer

AMENDMENTS

1997—Pub. L. 105-34, title XV, §15631(b)(3), Aug. 5, 1997,
111 Stat. 1085, added subtitle K heading ‘‘Group health
plan requirements” and struck out former subtitle K
heading ‘‘Group health plan portability, access, and re-
newability requirements”’.

1996—Pub. L. 104-191, title IV, §401(b), Aug. 21, 1996,
110 Stat. 2082, added subtitle K heading ‘‘Group health
plan portability, access, and renewability require-
ments’’.

1982—Pub. L. 97-248, title III, §§307(b)(2), 308(a), Sept.
3, 1982, 96 Stat. 590, 591, provided that, applicable to

1Section numbers editorially supplied.

2Editorially supplied. Subtitle J added by Pub. L. 102-486 with-
out corresponding amendment of title analysis.
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payments of interest, dividends, and patronage divi-
dends paid or credited after June 30, 1983, subtitle C
heading is amended to read ‘“‘Employment taxes and
collection of income tax at source’. Section 102(a), (b)
of Pub. L. 98-67, title I, Aug. 5, 1983, 97 Stat. 369, re-
pealed subtitle A (§§301-308) of title IIT of Pub. L. 97-248
as of the close of June 30, 1983, and provided that the
Internal Revenue Code of 1954 [now 1986] [this title]
shall be applied and administered (subject to certain
exceptions) as if such subtitle A (and the amendments
made by such subtitle A) had not been enacted.

1981—Pub. L. 97-119, title I, §103(c)(2), Dec. 29, 1981, 95
Stat. 1638, added subtitle I heading ‘‘Trust Fund Code’’.

1976—Pub. L. 94-455, title XIX, §1907(b)(2), Oct. 4, 1976,
90 Stat. 1836, substituted in subtitle G heading ‘‘The
Joint Committee on Taxation’ for ‘“The Joint Commit-
tee on Internal Revenue Taxation’.

1974—Pub. L. 93-443, title IV, §408(a), Oct. 15, 1974, 88
Stat. 1297, added subtitle H heading ‘‘Financing of Pres-
idential election campaigns’’.

TITLE REFERRED TO IN OTHER SECTIONS

This title is referred to in title 2 sections 31a-2, 31a-3,
60c-1, 65c, 632, 651, 691e, 691f, 1610; title 5 sections 5514,
8440; title 10 section 2401; title 11 sections 346, 745; title
12 section 3413; title 15 sections 78c, 78kkk, 80a-3, 80b-3,
631b; title 16 sections 470b, 1855; title 18 section 4043;
title 20 sections 1087-1, 1087-2, 1087ee, 1087ss, 1087vv,
1132d-1; title 22 sections 3307, 3968, 40711, 4071j, 5401; title
25 sections 983f, 1716, 2719; title 29 sections 1002, 1061,
1083, 1301, 1453, 1706, 2231; title 30 section 1473; title 31
sections 1324, 3105, 3106, 3124, 3332, 3701, 3711, 3716, 3718,
3720B, 3729, 3801; title 33 section 2717; title 36 sections
1514, 1614, 1714, 1814, 1914, 2014, 2114, 2214, 2314, 2414, 2514,
2614, 2714, 2814, 2915, 3014, 3114, 3614, 3714, 3815, 3914, 4015,
4114, 4814, 5014, 5114, 5613, 5813; title 38 sections 7361,
7363; title 40 section 270a; title 42 sections 401, 405, 408,
416, 604, 1395b-5, 1395y, 1471, 4636, 5055, 8217, 10702; title 45
sections 231m, 1347; title 46 App. section 1177; title 49
section 326; title 50 section 2154.

TABLE OF CONTENTS

This Table of Contents is inserted for conven-
ience of users and was not enacted as part of
the Internal Revenue Code of 1986.

Subtitle A—Income Taxes

Chapter Sec.
1. Normal taxes and surtaxes ............c....... 1
2. Tax on self-employment income ............ 1401
3. Withholding of tax on nonresident

aliens and foreign corporations .......... 1441
[4,5. Repealed.]
6. Consolidated returns .......c...ccoeeeveeniennns 1501

Subtitle B—Estate and Gift Taxes
11. Estate tax ....ccovevviviiiiiiiiiiii 2001
12. Gift tax 2501
13. Tax on generation skipping transfers .... 2601
14. Special valuation rules ..........ccceeeeennnnnn. 2701
Subtitle C—Employment Taxes

21. Federal insurance contributions act ..... 3101
22. Railroad retirement tax act .................. 3201
23. Federal unemployment tax act ............. 3301
23A. Railroad unemployment repayment tax 3321
24. Collection of income tax at source on

wages 3401
25. General provisions relating to employ-

ment taxes ....ooviiiiiiiiiiiien 3501

Subtitle D—Miscellaneous Excise
Taxes

31. Retail excise taxes ....ccccoeevveiiiiniiniiniinennes
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32. Manufacturers excise taxes .........c......... 4061
33. Facilities and services .................. 4231
34. Policies issued by foreign insurers 4301
35. Taxes on wagering ............cceeevenenens 4401
36. Certain other excise taxes ......c..c.ccoeeunees 4451
[37. Repealed.]
38. Environmental taxes .......c..coccoeeiiiinnnnn. 4611
39. Registration-required obligations ......... 4701
40. General provisions relating to occupa-

tional taxes .......ccocceviiiiiiiiiiiiiiiiiinnn, 4901
41. Public charities . 4911
42, Private foundations; and certain other

tax-exempt organizations .................. 4940
43. Qualified pension, etc., plans ................. 4971
44, Qualified investment entities ................ 4981
[45. Repealed.]
46. Golden parachute payments 4999
417, Certain group health plans ... 5000

Subtitle E—Alcohol, Tobacco, and
Certain Other Excise Taxes

51. Distilled spirits, wines, and beer ........... 5001
52. Cigars, cigarettes, smokeless tobacco,
pipe tobacco, and cigarette papers
and tubes .....coooiiiiiiiii 5701
53. Machine guns, destructive devices, and
certain other firearms .............c..c....... 5801
54. Greenmail .......ccooevviiiiiiiiiiiiiiini 5881
Subtitle F—Procedure and
Administration
61. Information and returns ...........ccoevennenns 6001
62. Time and place for paying tax . 6151
63. Assessment .......cooceviiviiiiienne. 6201
64. Collection ....c.ooeevevuveinneinniennnennns 6301
65. Abatements, credits, and refunds . 6401
66. Limitations ........coocoiiiiiiiiiiiiinninn, 6501
67. Interest ....oooovviiiiiiiii 6601
68. Additions to the tax, additional
amounts, and assessable penalties ..... 6651
69. General provisions relating to stamps 6801
70. Jeopardy, receiverships, etc. ................ 6851
71. Transferees and fiduciaries .. 6901
72. Licensing and registration ... 7001
73. Bonds .... 7101
4. Closing agreements and compromises ... 7121
75. Crimes, other offenses, and forfeitures 7201
76. Judicial proceedings .......coeeveviiiiiiinnnnnnnns 7401
. Miscellaneous provisions ............cceceveeen. 7501
78. Discovery of liability and enforcement
Of BItle ivvniiiiiiie 7601
79. Definitions .... 7701
80. General Rules 7801

Subtitle G—The Joint Committee on

Taxation
91. Organization and membership of the
Joint Committee .........cooeveiiiiiiinnnnne. 8001
92. Powers and duties of the Joint Commit-
BOE i 8021

Subtitle H—Financing of Presidential
Election Campaigns

95. Presidential election campaign fund ..... 9001
96. Presidential primary matching pay-
ment account ... 9031
Subtitle I—Trust Fund Code
98. Trust Fund Code ........coeeviniiniiniiniininnenn. 9501
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Subtitle J—Coal Industry Health
Benefits

99. Coal industry health benefits ................ 9701

Subtitle K—Group Health Plan Port-

ability, Access, and Renewability
Requirements
100. Group health plan portability, access,
and renewability requirements .......... 9801
Subtitle A—Income Taxes
Chapter
1. Normal taxes and surtaxes.
2. Tax on self-employment income.
3. Withholding of tax on nonresident aliens and
foreign corporations.
[4,5 Repealed.]
6. Consolidated returns.
AMENDMENTS

1997—Pub. L. 105-34, title XI, §1131(c)(4), Aug. 5, 1997,
111 Stat. 980, struck out item for chapter 5 ‘“‘Tax on
transfers to avoid income tax’’.

1990—Pub. L. 101-508, title XI, §11801(b)(11), Nov. 5,
1990, 104 Stat. 1388-522, struck out item for chapter 4
“Rules applicable to recovery of excessive profits on
government contracts’.

1984—Pub. L. 98-369, div. A, title IV, §474(r)(29)(D),
July 18, 1984, 98 Stat. 844, struck out ‘‘and tax-free cov-
enant bonds’ at end of item for chapter 3.

SUBTITLE REFERRED TO IN OTHER SECTIONS

This subtitle is referred to in sections 810, 2056A, 2107,
3402, 3502, 3507, 3508, 4911, 4980, 4999, 5041, 5881, 6011, 6012,
6013, 6038A, 6075, 6111, 6164, 6201, 6211, 6212, 6213, 6214,
6229, 6231, 6234, 6242, 6315, 6401, 6404, 6420, 6421, 6427, 6501,
6601, 6621, 6672, 6682, 6694, 6695, 6696, 6702, 6871, 6901, 6905,
7001, 7463, 7701, 7851, 7852, 7872, 7873 of this title; title 22
sections 1627, 5510; title 25 sections 1729, 17564; title 31
section 3105; title 42 sections 411, 11371; title 45 section
231m; title 48 section 1421i; title 50 App. section 2017e.

CHAPTER 1—NORMAL TAXES AND

SURTAXES

Subchapter Sec.t
A. Determination of tax liability ............... 1
B. Computation of taxable income ............ 61
C. Corporate distributions and adjust-

ments 301
D. Deferred compensation, etc. .................. 401
E. Accounting periods and methods of ac-

COUNDBING .oviriniiiii s 441
F. Exempt organizations ..........cccoeveeininnnn. 501
G. Corporations used to avoid income tax

on shareholders .......c..ceveeveeieniinennennens 531
H. Banking institutions .. 581
I. Natural reSources ........ccccoeevevveenennennennes 611
J. Estates, trusts, beneficiaries, and dece-

Aents oiiiiii 641
K. Partners and partnerships ..........cccceeueee. 701
L. Insurance COMPANIes .........cceeeveeneeneenennes 801
M. Regulated investment companies and

real estate investment trusts ............. 851
N. Tax based on income from sources with-

in or without the United States ......... 861
0. Gain or loss on disposition of property 1001
P. Capital gains and 10SS€S ....cccvvveireeenennnn. 1201
Q. Readjustment of tax between years and

special limitations ..........cccoiviiiiiinnnnn 1301
[R. Repealed.]
S. Tax treatment of S corporations and

their shareholders .........cc.cooeveiiinnennen. 1361

1Section numbers editorially supplied.
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T. Cooperatives and their patrons ............. 1381
Designation and treatment of empower-
ment zones, enterprise communities,
and rural development investment
ATEAS wuevniineiniiieiieieei ettt eneaens 1391
V. Title 11 CASeS ..covvveiiniiiiiiiiiiiiiieieans 1398
W. District of Columbia Enterprise Zone ... 1400

AMENDMENTS

1997—Pub. L. 105-34, title VII, §701(c), Aug. 5, 1997, 111
Stat. 869, added subchapter W.

1993—Pub. L. 103-66, title XIII, §13301(b), Aug. 10, 1993,
107 Stat. 555, added subchapter U.

1986—Pub. L. 99-514, title XIII, §1303(c)(1), Oct. 22,
1986, 100 Stat. 2658, struck out subchapter U ‘‘General
stock ownership plans’.

1982—Pub. L. 97-354, §5(b), Oct. 19, 1982, 96 Stat. 1697,
substituted in subchapter S ‘“Tax treatment of S cor-
porations and their shareholders’ for ‘‘Election of cer-
tain small business corporations as to taxable status”.

1980—Pub. L. 96-589, §3(a)(2), Dec. 24, 1980, 94 Stat.
3400, added subchapter V.

1978—Pub. L. 95-600, title VI, §601(c)(1), Nov. 6, 1978, 92
Stat. 2897, added subchapter U.

1966—Pub. L. 89-389, §4(b)(2), Apr. 14, 1966, 80 Stat. 116,
struck out subchapter R effective January 1, 1969.

1962—Pub. L. 87-834, §17(b)(4), Oct. 16, 1962, 76 Stat.
1051, added subchapter T.

1960—Pub. L. 86-779, §10(c), Sept. 14, 1960, 74 Stat. 1009,
added to subchapter M heading ‘‘and real estate invest-
ment trusts’.

1958—Pub. L. 85-866, title I, §64(d)(1), Sept. 2, 1958, 72
Stat. 1656, added subchapter S.

CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 408, 1501, 3402,
3406, 3510, 4977, 4980, 4990, 4994, 6012, 6013, 6033, 6039C,
6039E, 6039F', 6048, 6050E, 6096, 6103, 6161, 6166, 6166A, 6167,
6201, 6211, 6404, 6242, 6246, 6651, 6654, 6655, 6662, 6664, 6683,
6713, 7216, 7518, 7611, 7654, 7701, 7704, 9510 of this title;
title 2 sections 632, 633, 642; title 7 sections 1926, 1929a;
title 12 section 3018; title 22 section 277d-23; title 25 sec-
tions 941n, 1486; title 30 section 1141; title 42 sections
291j-7, 300e-7, 300q-2, 409, 411, 1382, 1440, 5308, 5919, 8833;
title 46 App. sections 1177, 1279c; title 48 section 1574b.

Subchapter A—Determination of Tax Liability

Part
I. Tax on individuals.
1II. Tax on corporations.
III. Changes in rates during a taxable year.
IV. Credits against tax.
[V. Repealed.]
VI. Minimum tax for tax preferences.!
VII. Environmental tax.
[VIII. Repealed.]
AMENDMENTS

1989—Pub. L. 101-234, title I, §102(a), Dec. 13, 1989, 103
Stat. 1980, repealed Pub. L. 100-360, §111, and provided
that the provisions of law amended by such section are
restored or revived as if such section had not been en-
acted, see 1988 Amendment note below.

1988—Pub. L. 100-360, title I, §111(c), July 1, 1988, 102
Stat. 697, added part VIII ‘“‘Supplemental medicare pre-
mium”’.

1986—Pub. L. 99-499, title V, §516(b)(5), Oct. 17, 1986,
100 Stat. 1771, added part VII.

1976—Pub. L. 94-455, title XIX, §1901(b)(2), Oct. 4, 1976,
90 Stat. 1792, struck out part V ‘“Tax surcharge’’.

1969—Pub. L. 91-172, title III, §301(b)(1), Dec. 30, 1969,
83 Stat. 585, added part VI.

1968—Pub. L. 90-364, title I, §102(d), June 28, 1968, 82
Stat. 259, added part V.

PART I—TAX ON INDIVIDUALS
Sec.

1. Tax imposed.

1Part heading amended by Pub. L. 99-514 without correspond-
ing amendment of analysis.
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Sec.

2. Definitions and special rules.

3. Tax tables for individuals having taxable in-
come of less than $20,000.1

[4. Repealed.]

5. Cross references relating to tax on individ-
uals.

AMENDMENTS

1976—Pub. L. 94-455, title V, §501(c)(1), Oct. 4, 1976, 90
Stat. 1559, substituted ‘‘Tax tables for individuals hav-
ing taxable income of less than $20,000 for ‘‘Optional
tax tables for individuals” in item 3 and struck out
item 4 relating to rules for optional tax.

1969—Pub. L. 91-172, title VIII, §803(d)(9), Dec. 30, 1969,
83 Stat. 685, substituted ‘‘Definitions and special rules”
and ‘‘Optional tax tables for individuals’ for ‘“‘Tax in
case of joint return or return of surviving spouse’ and
“Optional tax if adjusted gross income is less than
$5,000”” in items 2 and 3, respectively.

§ 1. Tax imposed

(a) Married individuals filing joint returns and
surviving spouses
There is hereby imposed on the taxable in-
come of—

(1) every married individual (as defined in
section 7703) who makes a single return jointly
with his spouse under section 6013, and

(2) every surviving spouse (as defined in sec-
tion 2(a)),

a tax determined in accordance with the follow-
ing table:

The tax is:

15% of taxable income.

$5,635, plus 28% of the ex-
cess over $36,900.

$20,165, plus 31% of the ex-
cess over $89,150.

$35,928.50, plus 36% of the
excess over $140,000.

$75,528.50, plus 39.6% of the
excess over $250,000.

If taxable income is:

Not over $36,900 ..........

Over $36,900 but not
over $89,150.

Over $89,150 but not
over $140,000.

Over $140,000 but not
over $250,000.

Over $250,000 ...............

(b) Heads of households

There is hereby imposed on the taxable in-
come of every head of a household (as defined in
section 2(b)) a tax determined in accordance
with the following table:

The tax is:

15% of taxable income.

$4,440, plus 28% of the ex-
cess over $29,600.

$17,544, plus 31% of the ex-
cess over $76,400.

$33,385, plus 36% of the ex-
cess over $127,500.

$77,485, plus 39.6% of the
excess over $250,000.

If taxable income is:

Not over $29,600 ..........

Over $29,600 but not
over $76,400.

Over $76,400 but not
over $127,500.

Over $127,500 but not
over $250,000.

Over $250,000 ...............

(¢) Unmarried individuals (other than surviving
spouses and heads of households)

There is hereby imposed on the taxable in-
come of every individual (other than a surviving
spouse as defined in section 2(a) or the head of
a household as defined in section 2(b)) who is not
a married individual (as defined in section 7703)
a tax determined in accordance with the follow-
ing table:

The tax is:
15% of taxable income.

If taxable income is:
Not over $22,100 ..........

1Section catchline amended by Pub. L. 95-30 without cor-
responding amendment of analysis.
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If taxable income is:

Over $22,100 but not
over $53,500.

Over $53,500 but not
over $115,000.

Over $115,000 but not
over $250,000.

Over $250,000 ...............
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The tax is:

$3,315, plus 28% of the ex-
cess over $22,100.

$12,107, plus 31% of the ex-
cess over $563,500.

$31,172, plus 36% of the ex-
cess over $115,000.

$79,772, plus 39.6% of the
excess over $250,000.

(d) Married individuals filing separate returns

There is hereby imposed on the taxable in-

come of every married individual (as defined in
section 7703) who does not make a single return
jointly with his spouse under section 6013, a tax
determined in accordance with the following

table:

If taxable income is:

Not over $18,450 .........

Over $18,450 but not
over $44,575.

Over $44,575 but not
over $70,000.

Over $70,000 but not
over $125,000.

Over $125,000 ..............

(e) Estates and trusts

The tax is:

15% of taxable income.

$2,767.50, plus 28% of the
excess over $18,450.

$10,082.50, plus 31% of the
excess over $44,575.

$17,964.25, plus 36% of the
excess over $70,000.

$37,764.25, plus 39.6% of the
excess over $125,000.

There is hereby imposed on the taxable in-

come of—

(1) every estate, and

(2) every trust,

taxable under this subsection a tax determined
in accordance with the following table:

If taxable income is:

Not over $1,500 ..........

Over $1,500 but not
over $3,500.

Over $3,500 but not
over $5,500.

Over $5,500 but not
over $7,500.

Over $7,500 .................

The tax is:

15% of taxable income.

$225, plus 28% of the excess
over $1,500.

$785, plus 31% of the excess
over $3,500.

$1,405, plus 36% of the ex-
cess over $5,500.

$2,125, plus 39.6% of the ex-
cess over $7,500.

(f) Adjustments in tax tables so that inflation will
not result in tax increases

(1) In general

Not later than December 15 of 1993, and each
subsequent calendar year, the Secretary shall
prescribe tables which shall apply in lieu of
the tables contained in subsections (a), (b), (¢),
(d), and (e) with respect to taxable years be-
ginning in the succeeding calendar year.

(2) Method of prescribing tables

The table which under paragraph (1) is to
apply in lieu of the table contained in sub-
section (a), (b), (¢), (d), or (e), as the case may
be, with respect to taxable years beginning in
any calendar year shall be prescribed—

(A) by increasing the minimum and maxi-
mum dollar amounts for each rate bracket
for which a tax is imposed under such table
by the cost-of-living adjustment for such

calendar year,

(B) by not changing the rate applicable to
any rate bracket as adjusted under subpara-

graph (A), and

(C) by adjusting the amounts setting forth
the tax to the extent necessary to reflect the
adjustments in the rate brackets.
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(3) Cost-of-living adjustment

For purposes of paragraph (2), the cost-of-
living adjustment for any calendar year is the
percentage (if any) by which—

(A) the CPI for the preceding calendar
year, exceeds
(B) the CPI for the calendar year 1992.

(4) CPI for any calendar year

For purposes of paragraph (3), the CPI for
any calendar year is the average of the Con-
sumer Price Index as of the close of the 12-
month period ending on August 31 of such cal-
endar year.

(5) Consumer Price Index

For purposes of paragraph (4), the term
‘““Consumer Price Index’ means the last Con-
sumer Price Index for all-urban consumers
published by the Department of Labor. For
purposes of the preceding sentence, the revi-
sion of the Consumer Price Index which is
most consistent with the Consumer Price
Index for calendar year 1986 shall be used.

(6) Rounding
(A) In general

If any increase determined under para-
graph (2)(A), section 63(c)(4), section 68(b)(2)
or section 151(d)(4) is not a multiple of $50,
such increase shall be rounded to the next
lowest multiple of $50.

(B) Table for married individuals filing sepa-
rately

In the case of a married individual filing a
separate return, subparagraph (A) (other
than with respect to subsection (c¢)(4) of sec-
tion 63 (as it applies to subsections (c)(5)(A)
and (f) of such section) and section
151(d)(4)(A)) shall be applied by substituting
““$25” for “‘$50”° each place it appears.

(7) Special rule for certain brackets
(A) Calendar year 1994

In prescribing the tables under paragraph
(1) which apply with respect to taxable years
beginning in calendar year 1994, the Sec-
retary shall make no adjustment to the dol-
lar amounts at which the 36 percent rate
bracket begins or at which the 39.6 percent
rate begins under any table contained in
subsection (a), (b), (¢), (d), or (e).

(B) Later calendar years

In prescribing tables under paragraph (1)
which apply with respect to taxable years
beginning in a calendar year after 1994, the
cost-of-living adjustment used in making ad-
justments to the dollar amounts referred to
in subparagraph (A) shall be determined
under paragraph (3) by substituting ‘1993
for <“1992”°.

(g) Certain unearned income of minor children
taxed as if parent’s income

(1) In general

In the case of any child to whom this sub-
section applies, the tax imposed by this sec-
tion shall be equal to the greater of—

(A) the tax imposed by this section with-
out regard to this subsection, or
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(B) the sum of—

(i) the tax which would be imposed by
this section if the taxable income of such
child for the taxable year were reduced by
the net unearned income of such child,
plus

(ii) such child’s share of the allocable pa-
rental tax.

(2) Child to whom subsection applies

This subsection shall apply to any child for
any taxable year if—
(A) such child has not attained age 14 be-
fore the close of the taxable year, and
(B) either parent of such child is alive at
the close of the taxable year.
(3) Allocable parental tax

For purposes of this subsection—
(A) In general

The term ‘‘allocable parental tax’ means
the excess of—

(i) the tax which would be imposed by
this section on the parent’s taxable in-
come if such income included the net un-
earned income of all children of the parent
to whom this subsection applies, over

(ii) the tax imposed by this section on
the parent without regard to this sub-
section.

For purposes of clause (i), net unearned in-
come of all children of the parent shall not
be taken into account in computing any ex-
clusion, deduction, or credit of the parent.
(B) Child’s share

A child’s share of any allocable parental
tax of a parent shall be equal to an amount
which bears the same ratio to the total allo-
cable parental tax as the child’s net un-
earned income bears to the aggregate net
unearned income of all children of such par-
ent to whom this subsection applies.

(C) Coordination with section 644

If tax is imposed under section 644(a)(1)?!
with respect to the sale or exchange of any
property of which the parent was the trans-
feror, for purposes of applying subparagraph
(A) to the taxable year of the parent in
which such sale or exchange occurs—

(i) taxable income of the parent shall be
increased by the amount treated as in-
cluded in gross income under section
644(2)(2)(A)(1), and

(ii) the amount described in subpara-
graph (A)(ii) shall be increased by the
amount of the excess referred to in section
644(a)(2)(A).1

(D) Special rule where parent has different
taxable year

Except as provided in regulations, if the
parent does not have the same taxable year
as the child, the allocable parental tax shall
be determined on the basis of the taxable
year of the parent ending in the child’s tax-
able year.

(4) Net unearned income
For purposes of this subsection—

1See References in Text note below.
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(A) In general

The term ‘‘net unearned income’ means
the excess of—

(i) the portion of the adjusted gross in-
come for the taxable year which is not at-
tributable to earned income (as defined in
section 911(d)(2)), over

(ii) the sum of—

(I) the amount in effect for the taxable
year under section 63(c)(5)(A) (relating to
limitation on standard deduction in the
case of certain dependents), plus

(IT) the greater of the amount de-
scribed in subclause (I) or, if the child
itemizes his deductions for the taxable
year, the amount of the itemized deduc-
tions allowed by this chapter for the tax-
able year which are directly connected
with the production of the portion of ad-
justed gross income referred to in clause
).

(B) Limitation based on taxable income
The amount of the net unearned income
for any taxable year shall not exceed the in-
dividual’s taxable income for such taxable
year.
(5) Special rules for determining parent to
whom subsection applies

For purposes of this subsection, the parent
whose taxable income shall be taken into ac-
count shall be—

(A) in the case of parents who are not mar-
ried (within the meaning of section 7703), the
custodial parent (within the meaning of sec-
tion 152(e)) of the child, and

(B) in the case of married individuals filing
separately, the individual with the greater
taxable income.

(6) Providing of parent’s TIN

The parent of any child to whom this sub-
section applies for any taxable year shall pro-
vide the TIN of such parent to such child and
such child shall include such TIN on the
child’s return of tax imposed by this section
for such taxable year.

(7) Election to claim certain unearned income
of child on parent’s return

(A) In general

If—

(i) any child to whom this subsection ap-
plies has gross income for the taxable year
only from interest and dividends (includ-
ing Alaska Permanent Fund dividends),

(ii) such gross income is more than the
amount described in paragraph (4)(A)({i)(I)
and less than 10 times the amount so de-
scribed,

(iii) no estimated tax payments for such
year are made in the name and TIN of such
child, and no amount has been deducted
and withheld under section 3406, and

(iv) the parent of such child (as deter-
mined under paragraph (5)) elects the ap-
plication of subparagraph (B),

such child shall be treated (other than for
purposes of this paragraph) as having no
gross income for such year and shall not be
required to file a return under section 6012.
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(B) Income included on parent’s return

In the case of a parent making the election
under this paragraph—

(i) the gross income of each child to
whom such election applies (to the extent
the gross income of such child exceeds
twice the amount described in paragraph
(4)(A)(ii)(T)) shall be included in such par-
ent’s gross income for the taxable year,

(ii) the tax imposed by this section for
such year with respect to such parent shall
be the amount equal to the sum of—

(I) the amount determined under this
section after the application of clause
(i), plus

(IT) for each such child, 15 percent of
the lesser of the amount described in
paragraph (4)(A)(ii)(I) or the excess of
the gross income of such child over the
amount so described, and

(iii) any interest which is an item of tax
preference under section 57(a)(b) of the
child shall be treated as an item of tax
preference of such parent (and not of such
child).

(C) Regulations

The Secretary shall prescribe such regula-
tions as may be necessary or appropriate to
carry out the purposes of this paragraph.

(h) Maximum capital gains rate

(1) In general

If a taxpayer has a net capital gain for any
taxable year, the tax imposed by this section
for such taxable year shall not exceed the sum
of—

(A) a tax computed at the rates and in the
same manner as if this subsection had not
been enacted on the greater of—

(i) taxable income reduced by the net
capital gain, or
(ii) the lesser of—
(I) the amount of taxable income taxed
at a rate below 28 percent, or
(IT) taxable income reduced by the ad-
justed net capital gain, plus

(B) 25 percent of the excess (if any) of—
(i) the unrecaptured section 1250 gain (or,
if less, the net capital gain), over
(ii) the excess (if any) of—
(I) the sum of the amount on which tax
is determined under subparagraph (A)
plus the net capital gain, over
(IT) taxable income, plus

(C) 28 percent of the amount of taxable in-
come in excess of the sum of—
(i) the adjusted net capital gain, plus
(ii) the sum of the amounts on which tax
is determined under subparagraphs (A) and
(B), plus

(D) 10 percent of so much of the taxpayer’s
adjusted net capital gain (or, if less, taxable
income) as does not exceed the excess (if
any) of—

(i) the amount of taxable income which
would (without regard to this paragraph)
be taxed at a rate below 28 percent, over

(ii) the taxable income reduced by the
adjusted net capital gain, plus



§1

(BE) 20 percent of the taxpayer’s adjusted
net capital gain (or, if less, taxable income)
in excess of the amount on which a tax is de-
termined under subparagraph (D).

(2) Reduced capital gain rates for qualified 5-
year gain
(A) Reduction in 10-percent rate

In the case of any taxable year beginning
after December 31, 2000, the rate under para-
graph (1)(D) shall be 8 percent with respect
to so much of the amount to which the 10-
percent rate would otherwise apply as does
not exceed qualified 5-year gain, and 10 per-
cent with respect to the remainder of such
amount.

(B) Reduction in 20-percent rate

The rate under paragraph (1)(E) shall be 18
percent with respect to so much of the
amount to which the 20-percent rate would
otherwise apply as does not exceed the lesser
of—

(i) the excess of qualified 5-year gain
over the amount of such gain taken into
account under subparagraph (A) of this
paragraph, or

(ii) the amount of qualified 5-year gain
(determined by taking into account only
property the holding period for which be-
gins after December 31, 2000),

and 20 percent with respect to the remainder
of such amount. For purposes of determining
under the preceding sentence whether the
holding period of property begins after De-
cember 31, 2000, the holding period of prop-
erty acquired pursuant to the exercise of an
option (or other right or obligation to ac-
quire property) shall include the period such
option (or other right or obligation) was
held.

(3) Net capital gain taken into account as in-

vestment income

For purposes of this subsection, the net cap-
ital gain for any taxable year shall be reduced
(but not below zero) by the amount which the
taxpayer takes into account as investment in-
come under section 163(d)(4)(B)(iii).

(4) Adjusted net capital gain

For purposes of this subsection, the term
‘“‘adjusted net capital gain’ means net capital
gain determined without regard to—

(A) collectibles gain,
(B) unrecaptured section 1250 gain,
(C) section 1202 gain, and
(D) mid-term gain.
(5) Collectibles gain
For purposes of this subsection—
(A) In general

The term ‘‘collectibles gain’ means gain
from the sale or exchange of a collectible (as
defined in section 408(m) without regard to
paragraph (3) thereof) which is a capital
asset held for more than 1 year but only to
the extent such gain is taken into account in
computing gross income.

(B) Partnerships, etc.

For purposes of subparagraph (A), any gain
from the sale of an interest in a partnership,
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S corporation, or trust which is attributable
to unrealized appreciation in the value of
collectibles shall be treated as gain from the
sale or exchange of a collectible. Rules simi-
lar to the rules of section 751 shall apply for
purposes of the preceding sentence.

(6) Unrecaptured section 1250 gain

For purposes of this subsection—
(A) In general

The term ‘‘unrecaptured section 1250 gain”’
means the amount of long-term capital gain
which would be treated as ordinary income
if—

(i) section 1250(b)(1) included all depre-
ciation and the applicable percentage
under section 1250(a) were 100 percent, and

(ii) in the case of gain properly taken
into account after July 28, 1997, only gain
from section 1250 property held for more
than 18 months were taken into account.

(B) Limitation with respect to section 1231
property

The amount of unrecaptured section 1250
gain from sales, exchanges, and conversions
described in section 1231(a)(3)(A) for any tax-
able year shall not exceed the excess of the
net section 1231 gain (as defined in section
1231(c)(3)) for such year over the amount
treated as ordinary income under section
1231(c)(1) for such year.

(C) Pre-May 7, 1997, gain

In the case of a taxable year which in-
cludes May 7, 1997, subparagraph (A) shall be
applied by taking into account only the gain
properly taken into account for the portion
of the taxable year after May 6, 1997.

(7) Section 1202 gain

For purposes of this subsection, the term
“‘section 1202 gain’ means an amount equal to
the gain excluded from gross income under
section 1202(a).

(8) Mid-term gain

For purposes of this subsection, the term
“mid-term gain’” means the amount which
would be adjusted net capital gain for the tax-
able year if—

(A) adjusted net capital gain were deter-
mined by taking into account only the gain
or loss properly taken into account after
July 28, 1997, from property held for more
than 1 year but not more than 18 months,
and

(B) paragraph (3) and section 1212 did not
apply.

(9) Qualified 5-year gain

For purposes of this subsection, the term
“‘qualified 5-year gain’ means the amount of
long-term capital gain which would be com-
puted for the taxable year if only gains from
the sale or exchange of property held by the
taxpayer for more than 5 years were taken
into account. The determination under the
preceding sentence shall be made without re-
gard to collectibles gain, unrecaptured section
1250 gain (determined without regard to sub-
paragraph (B) of paragraph (6)), section 1202
gain, or mid-term gain.
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(10) Pre-effective date gain
(A) In general

In the case of a taxable year which in-
cludes May 7, 1997, gains and losses properly
taken into account for the portion of the
taxable year before May 7, 1997, shall be
taken into account in determining mid-term
gain as if such gains and losses were de-
scribed in paragraph (8)(A).

(B) Special rules for pass-thru entities

In applying subparagraph (A) with respect
to any pass-thru entity, the determination
of when gains and loss are properly taken
into account shall be made at the entity
level.

(C) Pass-thru entity defined

For purposes of subparagraph (B), the term
“‘pass-thru entity’” means—
(i) a regulated investment company,
(ii) a real estate investment trust,
(iii) an S corporation,
(iv) a partnership,
(v) an estate or trust, and
(vi) a common trust fund.

(11) Treatment of pass-thru entities

The Secretary may prescribe such regula-
tions as are appropriate (including regulations
requiring reporting) to apply this subsection
in the case of sales and exchanges by pass-thru
entities (as defined in paragraph (10)(C)) and of
interests in such entities.

(Aug. 16, 1954, ch. 736, 68A Stat. 5; Feb. 26, 1964,
Pub. L. 88-272, title I, §111, 78 Stat. 19; Nov. 13,
1966, Pub. L. 89-809, title I, §103(a)(2), 80 Stat.
15650; Dec. 30, 1969, Pub. L. 91-172, title VIII,
§803(a), 83 Stat. 678; May 23, 1977, Pub. L. 95-30,
title I, §101(a), 91 Stat. 127; Nov. 6, 1978, Pub. L.
95-600, title I, §101(a), 92 Stat. 2767; Aug. 13, 1981,
Pub. L. 97-34, title I, §§101(a), 104(a), 95 Stat. 176,
188; Jan. 12, 1983, Pub. L. 97-448, title I, §101(a)(3),
96 Stat. 2366; Oct. 22, 1986, Pub. L. 99-514, title I,
§101(a), title III, §302(a), title XIV, §1411(a), 100
Stat. 2096, 2218, 2714; Nov. 10, 1988, Pub. L.
100-647, title I, §§1001(a)(3), 1014(e)(1)—(3), (6), (1),
title VI, §6006(a), 102 Stat. 3349, 3561, 3562, 3686;
Dec. 19, 1989, Pub. L. 101-239, title VII,
§§7811(j)(1), 7816(b), 7831(a), 103 Stat. 2411, 2420,
2425; Nov. 5, 1990, Pub. L. 101-508, title XI,
§§11101(a)—(c), (A(D)(A), (2), 11103(c), 11104(b), 104
Stat. 1388403 to 1388-406, 1388-408; Aug. 10, 1993,
Pub. L. 103-66, title XIII, §§13201(a), (b)(3)(A), (B),
13202(a), 13206(d)(2), 107 Stat. 457, 459, 461, 467;
Aug. 20, 1996, Pub. L. 104-188, title I, §1704(m)(1),
(2), 110 Stat. 1882, 1883; Aug. 5, 1997, Pub. L.
105-34, title III, §311(a), 111 Stat. 831.)

TAX TABLES FOR TAXABLE YEARS BEGINNING IN
1998

Revenue Procedure 97-57 provided:
Section 1. Purpose

This revenue procedure sets forth inflation ad-
justed items for 1998.

Section 2. Changes Made From Preceding Year
.01 In preceding years, this revenue procedure in-
cluded a detailed description of each inflation ad-

justed item in former section 3, a technical expla-
nation of the authority for each inflation adjust-
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ment in former section 4 and the inflation factors
used to make the inflation adjustments in former
section 5. To simplify this revenue procedure, sec-
tion 3 has been revised, and sections 4 and 5 have
been deleted.

.02 The limitations regarding the amount of eligi-
ble long-term care premiums includible in the term
“medical care’” under §213(d)(10) of the Internal
Revenue Code, as enacted by section 322 of the
Health Insurance Portability and Accountability
Act of 1996, Pub. L. No. 104-191, 110 Stat. 1936
(1996), are adjusted for inflation for tax years begin-
ning in 1998 (section 3.09).

.03 The value of property exempt from levy under
$§6334(a)(2) (fuel, certain household items, arms for
personal use, livestock, and poultry) and under
$§6334(a)(3) (books and tools of a trade, business, or
profession), as amended by section 502 of the Tax-
payer Bill of Rights 2. Pub. L. No. 104-168, 110 Stat.
1452 (1996), is adjusted for inflation for calendar
year 1998 (section 3.16).

.04 The stated dollar amount of the per diem limi-
tation under § 7702B(d)(4), as enacted by section 321
of the Health Insurance Portability and Account-
ability Act of 1996, Pub. L. No. 104-191, 110 Stat.
1936 (1996), regarding periodic payments received
under a qualified long-term care insurance contract
or periodic payments received under a life insurance
contract that are treated as paid by reason of the
death of a chronically ill individual, is adjusted for
inflation for calendar year 1998 (section 3.18).

Section 3. 1998 Adjusted Items

.01 Tax Rate Tables. For tax years beginning in
1998, the tax rate tables under §1 are as follows:

Table 1—Section 1(a).—Married Individuals Filing
Joint Returns and Surviving Spouses

The Tax Is:

15% of the taxable income

$6,352.50 plus 28% of the ex-
cess over $42,350

$23,138.50 plus 31% of the ex-
cess over $102,300

$39,770 plus 36% of the excess
over $155,950

$83,870 plus 39.6% of the ex-
cess over $278,450

If Taxable Income Is:

Not Over $42,350 ..............

Over $42,350 but not over
$102,300.

Over $102,300 but not over
$155,950.

Over $155,950 but not over
$278,450.

Over 3278,450 ......c..ccuun...

Table 2—Section 1(b).—Heads of Households

The Tax Is:
15% of the taxable income
$5,092.50 plus 28% of the ex-

If Taxable Income Is:
Not Over 333,950 ..............
Over 333,950 but not over

387,700. cess over $33,950

Over 387,700 but not over $20,142.50 plus 31% of the ex-
3142,000. cess over $87,700

Over $142,000 but not over  $36,975.50 plus 36% of the ex-
3278,450. cess over $142,000

Over 3278,450 .........ccu.u.... $86,097.50 plus 39.6% of the ex-

cess over $278,450

Table 3—Section 1(c).—Unmarried Individuals (Other
Than Surviving Spouses and Heads of Households)

The Tax Is:
15% of the taxable income
$3,802.50 plus 28% of the ex-

If Taxable Income Is:
Not Over 325,350 ..............
Over $25,350 but not over

361,400. cess over $25,350

Over 361,400 but not over $13,896.50 plus 31% of the ex-
3128,100. cess over $61,400

Over $128,100 but not over  $34,573.50 plus 36% of the ex-
$278,450. cess over $128,100

Over 3278,450 ......ccceuuun.n. $88,699.50 plus 39.6% of the ex-

cess over $278,450
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Table 4—Section 1(d).—Married Individuals Filing
Separate Returns

The Tax Is:
15% of the taxable income
$3,176.25 plus 28% of the ex-

If Taxable Income Is:
Not Over $21,175 ..............
Over $21,175 but not over

$51,150. cess over $21,175

Over $51,150 but not over $11,569.25 plus 31% of the ex-
$77,975. cess over $51,150

Over 377,975 but not over 319,885 plus 36% of the excess
$139,225. over 877,975

Over $139,225 ....cccvvuenenn. $41,935 plus 39.6% of the ex-

cess over $139,225
Table 5—Section 1(e).—Estates and Trusts

The Tax Is:
15% of the taxable income
3255 plus 28% of the excess

If Taxable Income Is:
Not Over $1,700 ...............
Over $1,700 but not over

$4,000. over 31,700
Over $4,000 but not over 3899 plus 31% of the excess
$6,100. over 34,000
Over $6,100 but not over 31,550 plus 36% of the excess
$8,350. over $6,100
Over 38,350 ....coeveiivininnn. 32,360 plus 39.6% of the excess
over $8,350

.02 Unearned Income of Minor Children Taxed as
if Parent’s Income (the ‘‘Kiddie Tax’’). For tax
years beginning in 1998, the amount in
$§1(9)(4)(A)(ii)(I), which is used to reduce the net
unearned income reported on the child’s return that
is subject to the “‘kiddie tax,” is $700. (This amount
is the same as the $700 standard deduction amount
provided in section 3.04(2) of this revenue proce-
dure.) In the alternative, the same $700 amount is
used for purposes of §1(g)(7) (that is, determining
whether a parent may elect to include a child’s
gross income in the parent’s gross income and for
calculating the ‘“‘kiddie tax’’).

.03 Earned Income Tax Credit.

(1) In general. For tax years beginning in 1998,
the following amounts are used to determine the
earned income tax credit under §32(b). The “‘earned
income amount’’ is the amount of earned income at
or above which the maximum amount of the earned
income tax credit is allowed. The ‘‘threshold phase-
out amount’ is the amount of modified adjusted
gross income (or, if greater, earned income) above
which the maximum amount of the credit begins to
phase out. The ‘“‘completed phaseout amount’ is the
amount of modified adjusted gross income (or if
greater, earned income) at or above which no credit
is allowed.

Mauxi- Thresh- Com-
mum Earned old pleted
Number of Children Amount  Income Phase- Phase-
of the Amount out out
Credit Amount  Amount
1 $2,271  $6,660 $12,260 $26,473
2 or more $3,756  $9,390 $12,260  $30,095
None $ 341 34,460 3 5,570 $10,030

The Internal Revenue Service, in the instructions
for the Form 1040 series, provides tables showing the
amount of the earned income tax credit for each
type of taxpayer.

(2) Excessive investment income. For tax years be-
ginning in 1998, the earned income tax credit is de-
nied under §32(i) if the aggregate amount of certain
investment income exceeds $2,300.

.04 Standard Deduction.

(1) In general. For taxr years beginning in 1998,
the standard deduction amounts under §63(c)(2) are
as follows:
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Filing Status gé‘éﬁggg%
Married Individuals Filing Joint Returns and
Surviving Spouses (§1(a)) $7,100
Heads of Households (§1(b)) $6,250
Unmarried Individuals (Other Than Surviving
Spouses and Heads of Households) (§1(c)) $4,250
Married Individuals Filing Separate Returns
($1(d)) $3,550

(2) Dependent. For tar years beginning in 1998,
the standard deduction amount under §63(c)(5) for
an individual who may be claimed as a dependent
by another taxpayer may not exceed the greater of
3700, or the sum of 3250 and the individual’s earned
income.

(3) Aged and blind. For tar years beginning in
1998, the additional standard deduction amounts
under §63(f) for the aged and for the blind are $850
for each. These amounts are increased to $1,050 if
the individual is also unmarried and not a surviving
spouse.

.05 Owverall Limitation on Itemized Deductions.
For tax years beginning in 1998, the ‘‘applicable
amount’ of adjusted gross income under §68(b),
above which the amount of otherwise allowable
itemiced deductions is reduced under §68, is $124,500
(or $62,250 for a separate return filed by a married
individual).

.06 Qualified Transportation Fringe. For taxr
years beginning in 1998, the monthly limitation
under §132()(2)(A), regarding the aggregate fringe
benefit exclusion amount for transportation in a
commuter highway vehicle and any transit pass, is
365. The monthly limitation under §132(f)(2)(B) re-
garding the fringe benefit exclusion amount for
qualified parking is $175.

.07 Income from United States Savings Bonds for
Taxpayers Who Pay Qualified Higher Education
Ezxpenses. For tax years beginning in 1998, the ex-
clusion under §135, regarding income from United
States savings bonds for taxpayers who pay quali-
fied higher education expenses, begins to phase out
for modified adjusted gross income above 378,350 for
joint returns and $52,250 for other returns. This ex-
clusion completely phases out for modified adjusted
gross income of $108,350 or more for joint returns
and $67,250 or more for other returns.

.08 Personal Exemption.

(1) Exemption amount. For tar years beginning in
1998, the personal exemption amount under §151(d)
is $2,700.

(2) Phaseout. For tax years beginning in 1998, the
personal exemption amount begins to phase out at,
and is completely phased out after, the following
adjusted gross income amounts:

Threshold Completed
Filing Status Phaseout Phaseout
Amount Amount After
Code §1(a) $186,800 $309,300
Code §1(b) $155,650 $278,150
Code §1(c) $124,500 $247,000
Code §1(d) $93,400 $154,650

.09 Eligible Long-Term Care Premiums. For tax
years beginning in 1998, the limitations under
$§213(d), regarding eligible long-term care premiums
includible in the term ‘‘medical care,” are as fol-
lows:

Attained age before the close of the taxable year:

G0 0T 1SS vviniiiiiiiiiiiii it
More than 40 but not more than 50
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Attained age before the close of the taxable year:

More than 50 but not more than 60
More than 60 but not more than 70
MOTe tRAN 70 eenieiiiiiiie e

.10 Treatment of Dues Paid to Agricultural or
Horticultural Organizations. For taxr years begin-
ning in 1998, the limitation under §512(d)(1), re-
garding the exemption of annual dues required to be
paid by a member to an agricultural or horticultural
organization, is $109.

.11 Insubstantial Benefit Limitations for Con-
tributions Associated with Charitable Fund-Raising
Campaigns.

(1) Low cost article. For tax years beginning in
1998, the unrelated business income of certain ex-
empt organications under §513(h)(2) does not in-
clude a “‘low cost article’’ of $7.10 or less.

(2) Other insubstantial benefits. For tax years be-
ginning in 1998, the $5, $25, and $50 guidelines in
section 3 of Rev. Proc. 90-12, 1990-1 C.B. 471 (as am-
plified and modified), for disregarding the value of
insubstantial benefits received by a donor in return
for a fully deductible charitable contribution under
$170, are $7.10, 335.50, and $71, respectively.

.12 Expatriation to Avoid Tax. For calendar year
1998, the thresholds used under §877(a)(2), regard-
ing whether an individual’s loss of United States
citizenship had the avoidance of United States taxes
as one of its principal purposes, are more than
$109,000 for ‘“‘average annual net income tax’’ and
$543,000 or more for ‘‘net worth.”’

.13 Luxury Automobile Excise Tax. For calendar
year 1998, the excise taxr under §§4001 and 4003 is
imposed on the first retail sale of a passenger vehi-
cle (including certain parts or accessories installed
within six months of the date after the vehicle was
first placed in service), to the extent the price ex-
ceeds $36,000.

.14 Reporting Ezxception for Certain Exempt Orga-
nizations with Nondeductible Lobbying Ezxpendi-
tures. For tar years beginning in 1998, the annual
per person, family, or entity dues limitation to qual-
ify for the reporting exception under §6033(e)(3)
(and section 4.02 of Rev. Proc. 95-35, 1995-2 C.B.
391), regarding certain exempt organizations with
nondeductible lobbying expenditures, is $55 or less.

.15 Notice of Large Gifts Received from Foreign
Persons. For tax years beginning in 1998, recipients
of gifts from certain foreign persons may have to re-
port these gifts under §6039F if the aggregate value
of gifts received in a taxrable year exceeds $10,557.

.16 Property Exempt from Levy. For calendar year
1998, the value of property exempt from levy under
§6334(a)(2) (fuel, provisions, furniture, and other
household personal effects, as well as arms for per-
sonal use, livestock, and poultry) may not exceed
$2,670. The wvalue of property exempt from levy
under §6334(a)(3) (books and tools necessary for the
trade, business, or profession of the taxrpayer) may
not exceed $1,280.

.17 Attorney Fee Awards. For calendar year 1998,
the attorney fee award limitation under
$7430(c)(1)(B)(iii) is $120 per hour.

.18 Periodic Payments Received under Qualified
Long-Term Care Insurance Contracts or under Cer-
tain Life Insurance Contracts. For calendar year
1998, the stated dollar amount of the per diem limi-
tation under §7702B(d)(4), regarding periodic pay-
ments received under a qualified long-term care in-
surance contract or periodic payments received
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under a life insurance contract that are treated as
paid by reason of the death of a chronically ill indi-
vidual, is $180.

Section 4. Effective Date

.01 General Rule. Except as provided in section
4.02, this revenue procedure applies to tax years be-
ginning in 1998.

.02 Calendar Year Rule. This revenue procedure
applies to transactions or events occurring in cal-
endar year 1998 for purposes of section 3.12 (the ex-
patriation tax), section 3.13 (the excise tax on lux-
ury automobiles), section 3.16 (the value of certain
property exempt from levy), section 3.17 (the hourly
limit on attorney fee awards), and section 3.18 (the
per diem limitation for periodic payments received
under qualified long-term care insurance contracts).

TAX TABLES FOR CERTAIN TAX YEARS

Revenue Procedure 96-59 provided the following
inflation adjusted items for tax years beginning in
1997 (1) the tax rate tables for individuals and for
estates and trusts; (2) the amounts allowed against
unearned income in computing the ‘‘kiddie tazx,”
which taxes a minor child’s net unearned income at
the marginal rate that applies to the income of the
child’s parent; (3) the earned income tax credit and
the phaseout of the earned income tax credit; (4) the
alternative minimum tax exemption for ‘‘kiddie tax”
reported on a parent’s return,; (5) the basic standard
deduction amounts for different filing statuses, the
limitation on the standard deduction in the case of
certain dependents, and the additional standard de-
duction amounts for the aged and for the blind; (6)
the overall limitation on itemiced deductions; (7) the
limitation on exclusion for employer-provided quali-
fied transportation fringe; (8) the limitations on the
exclusion of income from the redemption of United
States savings bonds for taxpayers who pay quali-
fied higher education expenses; (9) the personal ex-
emption and the phaseout of the tax benefit of per-
sonal exemptions; (10) the amount of dues paid to
an agricultural or horticultural organization for
purposes of treatment of payment as being derived
from an unrelated trade or business; (11) the insub-
stantial benefit limitations for contributions associ-
ated with charitable fund-raising campaigns; (12)
the amounts of net tax and net worth used to deter-
mine if a loss resulting from expatriation was in-
curred for tax avoidance; (13) the luxury automobile
excise tax threshold amount; (14) the reporting ex-
ception amount for certain exempt organications
with nondeductible lobbying expenditures; (15) the
annual limitation on large gifts received from for-
eign persons for purpose of triggering reporting re-
quirement; and (16) hourly limit on attorney fee
awards in administrative or judicial proceedings
under the Code.

Revenue Procedure 95-53 provided the following
inflation adjusted items for tax years beginning in
1996 (1) the tax rate tables for individuals and for
estates and trusts; (2) the amounts allowed against
unearned income in computing the ‘‘kiddie tax,”
which taxes a minor child’s net unearned income at
the marginal rate that applies to the income of the
child’s parent; (3) the earned income tax credit and
the phaseout of the earned income tax credit; (4) the
basic standard deduction amounts for different fil-
ing statuses, the limitation on the standard deduc-
tion in the case of certain dependents, and the addi-
tional standard deduction amounts for the aged and
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for the blind; (5) the overall limitation on itemized
deductions; (6) the limitation on exclusion for em-
ployer-provided qualified transportation fringe; (7)
the limitations on the exclusion of income from the
redemption of United States savings bonds for tax-
payers who pay qualified higher education ezx-
penses; (8) the personal exemption and the phaseout
of the tax benefit of personal exemptions; (9) the in-
substantial benefit limitations for contributions as-
sociated with charitable fund-raising campaigns;
(10) the luxury automobile excise tax threshold
amount; and (11) the reporting exception amount
for certain exempt organizations with nondeductible
lobbying expenditures.

Revenue Procedure 94-72 provided the following
inflation adjusted items for tax years beginning in
1995 (1) the tax rate tables for individuals and for
estates and trusts; (2) the amounts allowed against
unearned income in computing the ‘‘kiddie tax,”
which tazxes a minor child’s net unearned income at
the marginal rate that applies to the income of the
child’s parent; (3) the earned income tax credit and
the phaseout of the earned income tax credit; (4) the
basic standard deduction amounts for different fil-
ing statuses, the limitation on the standard deduc-
tion in the case of certain dependents, and the addi-
tional standard deduction amounts for the aged and
for the blind; (5) the overall limitation on itemized
deductions; (6) the limitation on exclusion for em-
ployer-provided qualified transportation fringe; (7)
the limitations on the exclusion of income from the
redemption of United States savings bonds for tax-
payers who pay qualified higher education ex-
penses; (8) the personal exemption and the phaseout
of the tax benefit of personal exemptions; (9) the in-
substantial benefit limitations for contributions as-
sociated with charitable fund-raising campaigns;
and (10) the luxury automobile excise tax threshold
amount.

Revenue Procedure 93—49 provided the following
inflation adjusted items for tax years beginning in
1994 (1) the tax rate tables for individuals and for
estates and trusts; (2) the amounts allowed against
unearned income in computing the ‘‘kiddie tazx,”
which tazres a minor child’s net unearned income at
the marginal rate that applies to the income of the
child’s parent; (3) the basic standard deduction
amounts for different filing statuses, the limitation
on the standard deduction in the case of certain de-
pendents, and the additional standard deduction
amounts for the aged and for the blind; (4) the over-
all limitation on itemized deductions; (5) the limita-
tion on exclusion for employer-provided qualified
transportation fringe; (6) the limitations on the ex-
clusion of income from the redemption of United
States savings bonds for taxpayers who pay quali-
fied higher education expenses; (7) the personal ex-
emption and the phaseout of the tax benefit of per-
sonal exemptions; (8) the insubstantial benefit limi-
tations for contributions associated with charitable
fund-raising campaigns;, and (9) the luxury auto-
mobile excise tax threshold amount.

Revenue Procedure 92-102 provided the following
inflation adjusted items for tax years beginning in
1993 (1) the tax rate tables for individuals and for
estates and trusts; (2) the basic standard deduction
amounts for different filing statuses, the limitation
on the standard deduction in the case of certain de-
pendents, and the additional standard deduction
amounts for the aged and for the blind; (3) the per-
sonal exemption and the phaseout of the tax benefit
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of personal exemptions; (4) the earned income cred-
it; (5) the amounts allowed against unearned in-
come in computing the ‘‘kiddie tax,”” which taxes a
minor child’s net unearned income at the marginal
rate that applies to the income of the child’s parent;
(6) the limitations on the exclusion of income from
the redemption of United States savings bonds for
taxpayers who pay qualified higher education ezx-
penses; (7) the overall limitation on itemized deduc-
tions; and (8) the insubstantial benefit limitations
for contributions associated with charitable fund-
raising campaigns.

Revenue Procedure 91-65 provided the following
inflation adjusted items for tax years beginning in
1992 (1) the tax rate tables for individuals and for
estates and trusts; (2) the basic standard deduction
amounts for different filing statuses, the limitation
on the standard deduction in the case of certain de-
pendents, and the additional standard deduction
amounts for the aged and for the blind; (3) the per-
sonal exemption and the phaseout of the tax benefit
of personal exemptions; (4) the earned income cred-
it; (5) the amounts allowed against unearned in-
come in computing the ‘“‘kiddie tax,” which taxes a
minor child’s net unearned income at the marginal
rate that applies to the income of the child’s parent;
(6) the limitations on the exclusion of income from
the redemption of United States savings bonds for
taxpayers who pay qualified higher education ezx-
penses; and (7) the overall limitation on itemiced de-
ductions.

Revenue Procedure 90-64 provided the following
inflation adjusted items for taxable years beginning
in 1991 (1) the tax rate tables for individuals and for
estates and trusts; (2) the basic standard deduction
amounts for different filing statuses, the limitation
on the standard deduction in the case of certain de-
pendents, and the additional standard deductions
for the aged and blind; (3) the personal exemption;
(4) the earned income credit; (5) the amounts al-
lowed against unearned income in computing the
“kiddie tax,”” which tazres a minor child’s net un-
earned income at the marginal rate that applies to
the income of the child’s parent; and (6) the limita-
tions on the exclusion of income from the redemp-
tion of United States savings bonds for taxrpayers
who pay qualified higher education expenses.

Revenue Procedure 90-7 provided the income taxr
inflation adjustment (indexing) factors as deter-
mined pursuant to the various provisions of this
title for taxable years beginning in 1990, and set
forth the application of the factors to the following:
the tax rate tables for individuals and for estates
and trusts; the basic standard deduction amounts
for different filing statuses; the limitation on the
standard deduction in the case of certain depend-
ents; the additional standard deductions for the
aged and blind; the earned income credit; and the
personal exemption.

Revenue Procedure 88-56 provided the income taxr
inflation adjustment (indexing) factors as deter-
mined pursuant to various provisions of this title for
taxable years beginning in 1989, and set forth the
application of the factors to the following: the tax
rate tables for individuals and for estates and
trusts; the basic standard deduction amounts for
different filing statuses; the additional standard de-
ductions for the aged and blind; the limitation on
the standard deduction wunder certain circum-
stances; and the earned income credit.

Revenue Procedure 84-79 and Revenue Procedure
85-55, with respect to tarable years beginning in
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1985 and 1986, respectively, prescribed adjusted taxr
tables in lieu of the tables contained in paragraph
(3) of former subsections (a), (b), (c), (d), and (e) of
this section, to provide the income tax cost-of-living
adjustment (indexing) factor as determined pursu-
ant to former subsection (f)(3) of this section.

REFERENCES IN TEXT

Section 644 of this title, referred to in subsec.
(2)(3)(C), was repealed and section 645 of this title was
renumbered section 644 by Pub. L. 105-34, title V,
§507(b)(1), Aug. 5, 1997, 111 Stat. 856.

AMENDMENTS

1997—Subsec. (h). Pub. L. 105-34 amended heading and
text of subsec. (h) generally. Prior to amendment, text
read as follows: ‘“‘If a taxpayer has a net capital gain for
any taxable year, then the tax imposed by this section
shall not exceed the sum of—

‘(1) a tax computed at the rates and in the same
manner as if this subsection had not been enacted on
the greater of—

‘“(A) taxable income reduced by the amount of the
net capital gain, or

‘“(B) the amount of taxable income taxed at a rate
below 28 percent, plus

‘4(2) a tax of 28 percent of the amount of taxable in-
come in excess of the amount determined under para-
graph (1).

For purposes of the preceding sentence, the net capital
gain for any taxable year shall be reduced (but not
below zero) by the amount which the taxpayer elects to
take into account as investment income for the taxable
year under section 163(d)(4)(B)(iii).”

1996—Subsec. (g)(T)(A)(ii). Pub. L. 104-188, §1704(m)(1),
amended cl. (ii) generally. Prior to amendment, cl. (ii)
read as follows: ‘“‘such gross income is more than $500
and less than $5,000,”.

Subsec. ()(M(B)(1). Pub. L. 104-188, §1704(m)(2)(A),
substituted ‘‘twice the amount described in paragraph
(H(A)({i)(T)” for “$1,000”.

Subsec. (g)(7)(B)@Ai)(II). Pub. L. 104-188, §1704(m)(2)(B),
amended subcl. (II) generally. Prior to amendment,
subcl. (IT) read as follows: ‘‘for each such child, the less-
er of $75 or 15 percent of the excess of the gross income
of such child over $500, and”’.

1993—Subsecs. (a) to (e). Pub. L. 103-66, §§13201(a),
13202(a), amended subsecs. (a) to (e) generally, sub-
stituting five-tiered tax tables for all categories appli-
cable to tax years after December 31, 1992, for prior
three-tiered tax tables.

Subsec. (f)(1). Pub. L. 103-66, §13201(b)(3)(A)(i), sub-
stituted ‘1993 for ‘“1990*".

Subsec. ()(3)(B). Pub. L. 103-66, §13201(b)(3)(A)(i),
substituted ‘1992 for ¢1989”.

Subsec. (£)(7). Pub. L. 103-66, §13201(b)(3)(B), added
par. (7).

Subsec. (h). Pub. L. 103-66, §13206(d)(2), inserted as
concluding provision at end ‘‘For purposes of the pre-
ceding sentence, the net capital gain for any taxable
year shall be reduced (but not below zero) by the
amount which the taxpayer elects to take into account
as investment income for the taxable year under sec-
tion 163(d)(4)(B)(iii).”

1990—Subsecs. (a) to (e). Pub. L. 101-508, §11101(a),
amended subsecs. (a) to (e) generally, substituting
three-tiered tax tables for all categories applicable to
tax years after Dec. 31, 1990, for prior two-tiered tax
tables.

Subsec. (f)(1). Pub. L. 101-508, §11101(d)(1)(A)(i), sub-
stituted 1990 for ‘“1988".

Subsec. (£)(3)(B). Pub. L. 101-508, §11101(d)(1)(A)(i),
substituted ‘1989’ for 1987".

Subsec. (£)(6)(A). Pub. L. 101-508, §11104(b)(1),
stituted ‘‘section 151(d)(4)”’ for ‘‘section 151(d)(3)”’.

Pub. L. 101-508, §11103(c), inserted reference to section
68(b)(2).

Pub. L. 101-508, §11101(b)(2), struck out ‘‘subsection
(2)(4),” after ‘“‘paragraph (2)(A),”.

sub-
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Subsec. (£)(6)(B). Pub. L. 101-508, §11104(b)(2), sub-
stituted ‘‘section 151(d)(4)(A)”’ for ‘‘section 151(d)(3)”’.

Subsec. (g). Pub. L. 101-508, §11101(d)(2), redesignated
subsec. (i) as (g).

Pub. L. 101-508, §11101(b)(1), struck out subsec. (g)
which provided for phaseout of 15-percent rate and per-
sonal exemptions.

Subsec. (h). Pub. L. 101-508, §11101(d)(2), redesignated
subsec. (j) as (h) and struck out former subsec. (h)
which provided tax schedules for taxable years begin-
ning in 1987.

Subsec. (i). Pub. L. 101-508, §11101(d)(2), redesignated
subsec. (i) as (g).

Subsec. (j). Pub. L. 101-508, §11101(d)(2), redesignated
subsec. (j) as (h).

Pub. L. 101-508, §11101(c), amended subsec. (j) gener-
ally. Prior to amendment, subsec. (j) read as follows:

‘(1) IN GENERAL.—If a taxpayer has a net capital gain
for any taxable year to which this subsection applies,
then the tax imposed by this section shall not exceed
the sum of—

‘““(A) a tax computed at the rates and in the same
manner as if this subsection had not been enacted on
the greater of—

‘(i) the taxable income reduced by the amount of
net capital gain, or

‘“(ii) the amount of taxable income taxed at a rate
below 28 percent, plus

‘“(B) a tax of 28 percent of the amount of taxable in-
come in excess of the amount determined under sub-
paragraph (A), plus

“(C) the amount of increase determined under sub-
section (g).

“(2) YEARS TO WHICH SUBSECTION APPLIES.—This sub-
section shall apply to—

““(A) any taxable year beginning in 1987, and

‘(B) any taxable year beginning after 1987 if the
highest rate of tax set forth in subsection (a), (b), (c),
(d), or (e) (whichever applies) for such taxable year
exceeds 28 percent.”
1989—Subsec. ()(6)(B). Pub. L. 101-239, §7831(a), sub-

stituted ‘‘subsection (c)(4) of section 63 (as it applies to
subsections (c)(5)(A) and (f) of such section) and section
1561(d)(3)”’ for ‘‘section 63(c)(4)”.

Subsec. (1)(3)(C), (D). Pub. L. 101-239, §7811(j)(1), redes-
ignated subpar. (C), relating to special rule where par-
ent has different taxable year, as (D).

Subsec. (A)(T)(A). Pub. L. 101-239, §7816(b), inserted
‘‘(other than for purposes of this paragraph)’” after
‘‘shall be treated’ in concluding provisions.

1988—Subsec. (g)(2). Pub. L. 100-647, §1001(a)(3), in-
serted provision relating to application of subpar. (B)
at end of last sentence.

Subsec. (1)(3)(A). Pub. L. 100-647, §1014(e)(2), sub-
stituted ‘‘any exclusion, deduction, or credit” for ‘‘any
deduction or credit’.

Subsec. (1)(3)(C). Pub. L. 100-647, §1014(e)(7), added
subpar. (C) relating to special rule where parent has
different taxable year.

Pub. L. 100-647, §1014(e)(1), added subpar. (C) relating
to coordination with section 644.

Subsec. (1)(4)(A)(1). Pub. L. 100-647, §1014(e)(3)(A), sub-
stituted ‘‘adjusted gross income’” for ‘‘gross income’’
and inserted ‘‘attributable to’’ after ‘“‘which is not’’.

Subsec. DD (A)EDAT). Pub. L. 100647,
§1014(e)(3)(B)—(D), substituted ‘‘his deductions’ for ‘‘his
deduction”, “the itemized deductions allowed” for ‘‘the
deductions allowed”’, and ‘‘adjusted gross income” for
‘‘gross income”’.

Subsec. (1)(5)(A). Pub. L. 100-647, §1014(e)(6), sub-
stituted ‘‘custodial parent (within the meaning of sec-
tion 152(e))”’ for ‘‘custodial parent’.

Subsec. (1)(7). Pub. L. 100-647, §6006(a), added par. (7).

1986—Subsecs. (a) to (e). Pub. L. 99-514, §101(a), in
amending subsecs. (a) to (e) generally, substituted a
general tax table for tax tables (1), (2), and (3) in each
subsec. applicable to taxable years beginning in 1982,
1983, and after 1983, respectively.

Subsec. (f). Pub. L. 99-514, §101(a), in amending sub-
sec. (f) generally, in par. (1) substituted <1988, for
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¢“1984”° and struck out ‘‘paragraph (3) of”’ before ‘‘sub-
sections”, in par. (2) struck out ‘‘paragraph (3) of”’ be-
fore ‘‘subsection’ in introductory provisions, sub-
stituted subpars. (A) to (C) for former subpars. (A) to
(C) which read as follows:

‘“(A) by increasing—

‘(i) the maximum dollar amount on which no tax
is imposed under such table, and

‘(i) the minimum and maximum dollar amounts
for each rate bracket for which a tax is imposed
under such table,

by the cost-of-living adjustment for such calendar

year,

‘(B) by not changing the rate applicable to any
rate bracket as adjusted under subparagraph (A)(ii),
and

‘(C) by adjusting the amounts setting forth the tax
to the extent necessary to reflect the adjustments in
the rate brackets.”,

and struck out concluding provisions which read as fol-
lows: ““If any increase determined under subparagraph
(A) is not a multiple of $10, such increase shall be
rounded to the nearest multiple of $10 (or if such in-
crease is a multiple of $5, such increase shall be in-
creased to the next highest multiple of $10).”, in par.
(3)(B) substituted ‘1987 for ‘1983, in par. (4) sub-
stituted ‘“‘August 31" for ‘“‘September 30’’, in par. (5) in-
serted requirement that the Consumer Price Index
most consistent with such Index for calendar year 1986
be used, and added par. (6).

Subsecs. (g), (h). Pub. L. 99-514, §101(a), in amending
section generally, added subsecs. (g) and (h).

Subsec. (i). Pub. L. 99-514, §1411(a), added subsec. (i).

Subsec. (j). Pub. L. 99-514, §302(a), added subsec. (j).

1982—Subsecs. (d), (e). Pub. L. 97-448, §101(a)(3), set
out as a note below, provided for amendment of the
tables applying to married individuals filing separately
or to estates and trusts so as to correct any figure dif-
fering by not more than 50 cents from the correct
amount under the formula used in constructing such
table. Corrections to the tables in subsecs. (d) and (e)
appeared in Announcement 83-50 contained in Internal
Revenue Bulletin No. 1983-12 of Mar. 21, 1983.

1981—Subsecs. (a) to (e). Pub. L. 97-34, §101(a), gener-
ally revised tax tables downward providing for cumu-
lative across-the-board reductions of 23 percent on a
three phase schedule under which different new rates
were set for taxable years beginning in 1982, for taxable
years beginning in 1983, and for taxable years beginning
after 1983.

Subsec. (f). Pub. L. 97-34, §104(a), added subsec. (f).

1978—Subsec. (a). Pub. L. 95600 generally made a
downward revision of tax table for married individuals
filing joint returns and surviving spouses resulting in a
table under which, among other changes, a bottom
bracket imposing no tax on taxable income of $3,400 or
less was substituted for a bottom bracket imposing no
tax on taxable income of $3,200 or less.

Subsec. (b). Pub. L. 95-600 generally made a downward
revision of tax table for heads of household resulting in
a table under which, among other changes, a bottom
bracket imposing no tax on taxable income of $2,300 or
less was substituted for a bottom bracket imposing no
tax on taxable income of $2,200 or less.

Subsec. (¢). Pub. L. 95-600 generally made a downward
revision of tax table for unmarried individuals other
than surviving spouses and heads of households result-
ing in a table under which, among other changes, a bot-
tom bracket imposing no tax on taxable income of
$2,300 or less was substituted for a bottom bracket im-
posing no tax on taxable income of $2,200 or less.

Subsec. (d). Pub. L. 95-600 generally made a downward
revision of tax tables for married individuals filing sep-
arate returns resulting in a table under which, among
other changes, a bottom bracket imposing no tax on
taxable income of $1,700 or less was substituted for a
bottom bracket imposing no tax on taxable income of
$1,600 or less.

Subsec. (e). Pub. L. 95-600 generally made a downward
revision of tax tables for estates and trusts resulting in
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a table under which, among other changes, a bottom
bracket under which a tax of 14% is imposed on taxable
income of $1,050 for a bottom bracket under which a tax
of 14% was imposed on taxable income of $500 or less.

1977—Subsec. (a). Pub. L. 95-30 generally made a
downward revision of tax table for married individuals
filing joint returns and surviving spouses resulting in a
table under which, among other changes, a bottom
bracket imposing no tax on taxable income of $3,200 or
less was substituted for a bottom bracket under which
a tax of 14% had been imposed on a taxable income of
$1,000 or less.

Subsec. (b). Pub. L. 95-30 generally made a downward
revision of tax table for heads of households resulting
in a table under which, among other changes, a bottom
bracket imposing no tax on taxable income of $2,200 or
less was substituted for a bottom bracket under which
a tax of 14% had been imposed on a taxable income of
$1,000 or less.

Subsec. (¢). Pub. L. 95-30 generally made a downward
revision of tax table for unmarried individuals other
than surviving spouses and heads of households result-
ing in a table under which, among other changes, a bot-
tom bracket imposing no tax on taxable income of
$2,200 or less was substituted for a bottom bracket
under which a tax of 14% had been imposed on a taxable
income of $500 or less.

Subsec. (d). Pub. L. 95-30 generally made a downward
revision of tax table for married individuals filing sepa-
rate returns resulting in a table under which, among
other changes, a bottom bracket imposing no tax on
taxable income of $1,600 or less was substituted for a
bottom bracket under which a tax of 14% had been im-
posed on a taxable income of $500 or less. Provisions
making table applicable to estates and trusts were
struck out. See subsec. (e).

Subsec. (e). Pub. L. 95-30 added subsec. (e) consisting
of table formerly contained in subsec. (d) but without
any downward revision and limited so as to apply only
to estates and trusts.

1969—Subsec. (a). Pub. L. 91-172 substituted a table of
rates of tax for married individuals filing joint returns
and surviving spouses for the tables of rates of tax on
individuals. For rates of taxes on unmarried individuals
and married persons filing separate returns, see sub-
secs. (¢) and (d) of this section.

Subsec. (b). Pub. L. 91-172 generally revised rates of
tax of heads of household downwards and struck out
provisions defining head of household, determination of
status, and limitations. For definition of head of house-
hold, determination of status, and limitations, see sec-
tion 2(b) of this title.

Subsec. (¢). Pub. L. 91-172 substituted rates of tax on
unmarried individuals (other than surviving spouses
and heads of household) for special rules explaining the
rates of tax imposed under former subsecs. (a) and (b)(1)
and prescribing a maximum limit of 87 percent of the
taxable year.

Subsec. (d). Pub. L. 91-172 substituted a table of rates
of tax for married individuals filing separate returns
for provision prescribing the applicability of the rates
to non-resident aliens. For applicability of rates of tax
to non-resident aliens, see section 2(d) of this title.

Subsec. (e). Pub. L. 91-172 struck out cross reference
to section 63. See section 2(e) of this title.

1966—Subsecs. (d), (e). Pub. L. 89-809 added subsec. (d)
and redesignated former subsec. (d) as (e).

1964—Pub. L. 88-272 amended section generally by
splitting the former first bracket which started at
$2,000 into four new brackets, the 14 percent bracket
representing a 30 percent reduction, the 15 percent
bracket a 25 percent cut, and the 16 percent bracket a
20 percent cut, and reducing all other brackets by cuts
averaging about 20 percent and effectuated these cuts
in two steps, one in 1964, and one in 1965.

EFFECTIVE DATE OF 1997 AMENDMENT

Section 311(d) of Pub. L. 105-34 provided that:
‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
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section, sections 55, 57, 904, 1445, and 7518 of this title,
and section 1177 of Title 46, Appendix, Shipping] shall
apply to taxable years ending after May 6, 1997.

‘(2) WITHHOLDING.—The amendment made by sub-
section (c)(1) [amending section 1445 of this title] shall
apply only to amounts paid after the date of the enact-
ment of this Act [Aug. 5, 1997].”

EFFECTIVE DATE OF 1996 AMENDMENT

Section 1704(m)(4) of Pub. L. 104-188 provided that:
“The amendments made by this subsection [amending
this section and section 59 of this title] shall apply to
taxable years beginning after December 31, 1995.”

EFFECTIVE DATE OF 1993 AMENDMENT

Section 13201(c) of Pub. L. 103-66 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 41, 63, 68, 132, 151, 453A, 513, 531, and
541 of this title] shall apply to taxable years beginning
after December 31, 1992.”’

Section 13202(c) of Pub. L. 103-66 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 531 and 541 of this title] shall apply to
taxable years beginning after December 31, 1992.”

Section 13206(d)(3) of Pub. L. 103-66 provided that:
“The amendments made by this subsection [amending
this section and section 163 of this title] shall apply to
taxable years beginning after December 31, 1992.”’

EFFECTIVE DATE OF 1990 AMENDMENT

Section 11101(e) of Pub. L. 101-508 provided that: ‘‘The
amendments made by this section [amending this sec-
tion, sections 32, 41, 59, 63, 135, 151, 513, 691, 904, 6103, and
7518 of this title, and section 1177 of Title 46, Appendix,
Shipping] shall apply to taxable years beginning after
December 31, 1990.”’

Section 11103(e) of Pub. L. 101-508 provided that: ‘‘The
amendments made by this section [enacting section 68
of this title and amending this section and section 56 of
this title] shall apply to taxable years beginning after
December 31, 1990.”

Section 11104(c) of Pub. L. 101-508 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 151 of this title] shall apply to taxable
years beginning after December 31, 1990.”’

EFFECTIVE DATE OF 1989 AMENDMENT

Section 7817 of Pub. L. 101-239 provided that: ‘“‘Except
as otherwise provided in this part [part I (§§7811-7817) of
subtitle H of title VII of Pub. L. 101-239, see Tables for
classification], any amendment made by this part shall
take effect as if included in the provision of the 1988
Act [Pub. L. 100-647] to which such amendment re-
lates.”

Section 7831(g) of Pub. L. 101-239 provided that: ‘‘Any
amendment made by this section [amending this sec-
tion and sections 42, 406, 407, and 1250 of this title and
provisions set out as notes under sections 141 and 263A
of this title] shall take effect as if included in the pro-
vision of the Tax Reform Act of 1986 [Pub. L. 99-514] to
which such amendment relates.”

EFFECTIVE DATE OF 1988 AMENDMENT

Section 1019 of title I of Pub. L. 100-647 provided that:

‘‘(a) GENERAL RULE.—Except as otherwise provided in
this title, any amendment made by this title [see
Tables for classification], shall take effect as if in-
cluded in the provision of the Reform Act [Pub. L.
99-514] to which such amendment relates.

“(b) WAIVER OF ESTIMATED TAX PENALTIES.—No addi-
tion to tax shall be made under section 6654 or 6655 of
the 1986 Code for any period before April 16, 1989 (March
16, 1989 in the case of a taxpayer subject to section 6655
of the 1986 Code) with respect to any underpayment to
the extent such underpayment was created or increased
by any provision of this title or title II [see Tables for
classification].”

Section 6006(b) of Pub. L. 100-647 provided that: ‘“The
amendment made by this section [amending this sec-
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tion] shall apply to taxable years beginning after De-
cember 31, 1988.”

EFFECTIVE DATE OF 1986 AMENDMENT

Section 1561 of title I of Pub. L. 99-514 provided that:

‘‘(a) GENERAL RULE.—Except as otherwise provided in
this section, the amendments made by this title [enact-
ing section 67 of this title, amending this section, sec-
tions 3, 5, 15, 21, 32, 62, 63, 74, 85, 86, 102, 108, 117, 129, 151,
152, 164, 170, 172, 183, 213, 265, 274, 280A, 402, 441, 443, 527,
541, 613A, 642, 667, 861, 862, 901, 904, 1398, 1441, 2032A, 3121,
3231, 3306, 3401, 3402, 3507, 4941, 4945, 6012 to 6014, 6212,
6504, 6511, and 7871 of this title, and section 409 of Title
42, The Public Health and Welfare, renumbering section
223 of this title as section 220 of this title, repealing
sections 24, 221, 222, and 1301 to 1305 of this title, and en-
acting provisions set out as a note under section 32 of
this title] shall apply to taxable years beginning after
December 31, 1986.

‘“(b) UNEMPLOYMENT COMPENSATION.—The amendment
made by section 121 [amending section 85 of this title]
shall apply to amounts received after December 31,
1986, in taxable years ending after such date.

‘‘(c) PRIZES AND AWARDS.—The amendments made by
section 122 [amending sections 74, 102, 274, 3121, 3231,
3306, 3401, 4941, and 4945 of this title and section 409 of
Title 42, The Public Health and Welfare] shall apply to
prizes and awards granted after December 31, 1986.

‘‘(d) SCHOLARSHIPS.—The amendments made by sec-
tion 123 [amending sections 74, 117, 1441, and 7871 of this
title] shall apply to taxable years beginning after De-
cember 31, 1986, but only in the case of scholarships and
fellowships granted after August 16, 1986.

‘“(e) PARSONAGE AND MILITARY HOUSING ALLOW-
ANCES.—The amendment made by section 144 [amending
section 265 of this title] shall apply to taxable years be-
ginning before, on, or after, December 31, 1986.”

Section 302(b) of Pub. L. 99-514 provided that: ‘“The
amendment made by this section [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1986.”

Section 1411(c) of Pub. L. 99-514 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 6103 of this title] shall apply to taxable
years beginning after December 31, 1986.”"

EFFECTIVE DATE OF 1983 AMENDMENT

Section 109 of title I of Pub. L. 97-448 provided that:
‘“‘Except as otherwise provided in this title, any amend-
ment made by this title [see Tables for classification]
shall take effect as if it had been included in the provi-
sion of the Economic Recovery Tax Act of 1981 [Pub. L.
97-34, Aug. 13, 1981, 95 Stat. 172] to which such amend-
ment relates.”

EFFECTIVE DATE OF 1981 AMENDMENT

Section 101(f)(1) of Pub. L. 97-34, as amended by Pub.
L. 97-448, title I, §101(a)(1), Jan. 12, 1983, 96 Stat. 2365,
provided that: ‘““The amendments made by subsections
(a), (¢), and (d) [amending this section and sections 3,
21, 55, 541, and 1304 of this title and repealing section
1348 of this title] shall apply to taxable years beginning
after December 31, 1981; except that the amendment
made by paragraph (3) of subsection (d) [amending sec-
tion 21 of this title] shall apply to taxable years ending
after December 31, 1981.”’

Section 104(e) of Pub. L. 97-34 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 63, 1561, 6012, and 6013 of this title]
shall apply to taxable years beginning after December
31, 1984.”

EFFECTIVE DATE OF 1978 AMENDMENT

Section 101(f)(1) of Pub. L. 95-600 provided that: ‘““The
amendments made by subsections (a), (b), (¢), and (d)
[amending sections 63, 402, 1302, and 6012 of this title]
shall apply to taxable years beginning after December
31, 1978.”
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EFFECTIVE DATE OF 1977 AMENDMENT

Section 106(a) of Pub. L. 95-30 provided that: ‘“The
amendments made by sections 101, 102, and 104 [amend-
ing this section and sections 3, 21, 42, 57, 63, 143, 161, 172,
211, 402, 441, 443, 511, 584, 613A, 641, 642, 667, 703, 861, 862,
873, 904, 911, 931, 1034, 1211, 1302, 6012, 6014, 6212, 6504, and
6654 of this title and repealing sections 36, 141, 142, 144,
and 145 of this title] shall apply to taxable years begin-
ning after December 31, 1976.”

EFFECTIVE DATE OF 1969 AMENDMENT

Section 803(f) of Pub. L. 91-172, as amended by Pub. L.
99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
“The amendments made by subsections (a) [amending
this section], (b) [amending section 2 of this title], and
(d) (other than paragraphs (1) and (8)) [amending sec-
tions 5, 511, 632, 641, 1347, and 6015 of this title] shall
apply to taxable years beginning after December 31,
1970, except that section 2(c) of the Internal Revenue
Code of 1986 [formerly I.R.C. 1954] [section 2(c) of this
title], as amended by subsection (b), shall also apply to
taxable years beginning after December 31, 1969. The
amendments made by subsections (c¢) [amending section
3 of this title], (d)(1) [amending section 6014 of this
title], and (d)(8) [amending section 1304 of this title]
shall apply to taxable years beginning after December
31, 1969°.

EFFECTIVE DATE OF 1966 AMENDMENT

Section 103(n) of Pub. L. 89-809 provided that:

‘(1) The amendments made by this section (other
than the amendments made by subsections (h), (i),
and (k)) [enacting section 877 of this title, amending
this section and sections 116, 154, 871, 872, 873, 874, 875,
932, 6015, and 7701 of this title, renumbering section
877 as 878, and repealing section 1493 of this title]
shall apply with respect to taxable years beginning
after December 31, 1966.

‘(2) The amendments made by subsection (h)
[amending section 1441 of this title] shall apply with
respect to payments made in taxable years of recipi-
ents beginning after December 31, 1966.

‘“(3) The amendments made by subsection (i)
[amending section 1461 of this title] shall apply with
respect to payments occurring after December 31,
1966.

‘“(4) The amendments made by subsection (k)
[amending section 3401 of this title] shall apply with
respect to remuneration paid after December 31,
1966.”

EFFECTIVE DATE OF 1964 AMENDMENT

Section 131 of Pub. L. 88-272, as amended by Pub. L.
99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
“Except for purposes of section 21 of the Internal Reve-
nue Code of 1986 [formerly I.R.C. 1954] (relating to effect
of changes in rates during a taxable year), the amend-
ments made by parts I and II of this title [amending
this section and sections 2, 11, 37, 141, 144, 242, 821, 871,
963, 6016, 6074, 6154, 6212, 6504, and 6655 of this title] shall
apply with respect to taxable years beginning after De-
cember 31, 1963.”

SHORT TITLE OF 1997 AMENDMENTS

Pub. L. 105-35, §1, Aug. 5, 1997, 111 Stat. 1104, provided
that: “This Act [enacting section 7213A of this title,
amending sections 7213 and 7431 of this title, and enact-
ing provisions set out as notes under sections 7213 and
7431 of this title] may be cited as the ‘Taxpayer Brows-
ing Protection Act’.”

Section 1(a) of Pub. L. 105-34 provided that: ‘“This Act
[see Tables for classification] may be cited as the ‘Tax-
payer Relief Act of 1997°.”

Pub. L. 105-2, §1(a), Feb. 28, 1997, 111 Stat. 4, provided
that: “This Act [amending sections 4041, 4081, 4091, 4261,
4271, and 9502 of this title and enacting provisions set
out as notes under sections 4041, 4081, and 4261 of this
title] may be cited as the ‘Airport and Airway Trust
Fund Tax Reinstatement Act of 1997°.”
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SHORT TITLE OF 1996 AMENDMENTS

Section 1(a) of Pub. L. 104-188 provided that: ‘“This
Act [see Tables for classification] may be cited as the
‘Small Business Job Protection Act of 1996’.”

Pub. L. 104-168, §1(a), July 30, 1996, 110 Stat. 1452, pro-
vided that: “This Act [enacting sections 4958, 7434, 7435,
and 7524 of this title, amending sections 501, 4955, 4963,
6013, 6033, 6041 to 6042, 6044, 6045, 6049, 6050B, 6050H to
6050K, 6050N, 6103, 6104, 6159, 6201, 6213, 6323, 6334, 6343,
6404, 6503, 6601, 6651, 6652, 6656, 6672, 6685, 7122, 7213, 7422,
7430, 7433, 74564, 7502, 7608, 7609, 7623, 7802, 7805, and 7811
of this title, renumbering sections 7434 and 7435 as sec-
tions 7435 and 7436 of this title, enacting provisions set
out as notes under sections 501, 4955, 6013, 6033, 6041,
6103, 6104, 6159, 6201, 6311, 6323, 6334, 6404, 6503, 6601, 6651,
6652, 6656, 6672, 7122, 7430, 7433 to 7435, 7524, 7608, 7609,
7623, 7802, 7803, 7805, and 7811 of this title, and amending
provisions set out as a note under section 7608 of this
title] may be cited as the ‘Taxpayer Bill of Rights 2’.”

SHORT TITLE OF 1994 AMENDMENTS

Pub. L. 103-465, title VII, §750, Dec. 8, 1994, 108 Stat.
5012, provided that: ‘‘This subtitle [subtitle F
(§§750-781) of title VII of Pub. L. 103-465, enacting sec-
tions 1310, 1311, and 1350 of Title 29, Labor, amending
sections 401, 404, 411, 412, 415, 417, 4971, and 4972 of this
title and sections 1053 to 1056, 1082, 1132, 1301, 1303, 1305,
1306, 1322, 1341, 1342, and 1343 of Title 29, and enacting
provisions set out as notes under sections 401, 411, 412,
and 4972 of this title and sections 1056, 1082, 1303, 1306,
1310, 1311, 1322, 1341, and 1342 of Title 29] may be cited
as the ‘Retirement Protection Act of 1994°.”

Pub. L. 103-387, §1, Oct. 22, 1994, 108 Stat. 4071, pro-
vided that: ‘““This Act [enacting section 3510 of this
title, amending sections 3102 and 3121 of this title, sec-
tion 3701 of Title 31, Money and Finance, and sections
401, 402, 404, 409, 410, and 1383 of Title 42, The Public
Health and Welfare, and enacting provisions set out as
notes under sections 3102 and 3510 of this title, section
3701 of Title 31, and sections 401, 402, and 1383 of Title
42] may be cited as the ‘Social Security Domestic Em-
ployment Reform Act of 1994°.”’

SHORT TITLE OF 1993 AMENDMENTS

Pub. L. 103-152, §1, Nov. 24, 1993, 107 Stat. 1516, pro-
vided that: ‘“This Act [amending sections 503, 504, 1105,
1108, and 1382j of Title 42, The Public Health and Wel-
fare, enacting provisions set out as notes under section
3304 of this title and sections 503 and 1382j of Title 42,
amending provisions set out as notes under section 3304
of this title and section 352 of Title 45, Railroads, and
repealing provisions set out as a note under section 3304
of this title] may be cited as the ‘Unemployment Com-
pensation Amendments of 1993°.”

Section 13001(a) of title XIII of Pub. L. 103-66 provided
that: “This chapter [chapter 1 (§§13001-13444) of title
XIII of Pub. L. 103-66, see Tables for classification] may
be cited as the ‘Revenue Reconciliation Act of 1993°.”

Pub. L. 103-6, §1, Mar. 4, 1993, 107 Stat. 33, provided
that: “This Act [enacting provisions set out as notes
under section 3304 of this title, section 31 of Title 2, The
Congress, and section 352 of Title 45, Railroads, and
amending provisions set out as notes under section 3304
of this title and section 352 of Title 45] may be cited as
the ‘Emergency Unemployment Compensation Amend-
ments of 1993’.”

SHORT TITLE OF 1992 AMENDMENTS

Pub. L. 102-486, title XIX, §19141, Oct. 24, 1992, 106
Stat. 3036, provided that: ‘““This subtitle [subtitle C
(§§19141-19143) of title XIX of Pub. L. 102-486, enacting
sections 9701 to 9722 of this title, amending sections
1231 and 1232 of Title 30, Mineral Lands and Mining, and
enacting provisions set out as a note under section 9701
of this title] may be cited as the ‘Coal Industry Retiree
Health Benefit Act of 1992’.”

Pub. L. 102-318, §1, July 3, 1992, 106 Stat. 290, provided
that: “This Act [enacting section 1110 of Title 42, The
Public Health and Welfare, amending sections 55, 62, 72,
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151, 219, 401 to 404, 406 to 408, 411, 414, 415, 457, 691, 871,
877, 1441, 3121, 3304, 3306, 3402, 3405, 4973, 4980A, 6047, 6652,
6655, and 7701 of this title, section 8509 of Title 5, Gov-
ernment Organization and Employees, section 2291 of
Title 19, Customs Duties, and sections 502, 503, 1101,
1102, 1104, and 1105 of Title 42, enacting provisions set
out as notes under sections 401, 402, 3302, 3304, and 6655
of this title, section 8509 of Title 5, section 2291 of Title
19, and sections 502, 666, 1102, and 1108 of Title 42, and
amending provisions set out as notes under section 3304
of this title, sections 502 and 666 of Title 42, and section
352 of Title 45, Railroads] may be cited as the ‘Unem-
ployment Compensation Amendments of 1992°.”

SHORT TITLE OF 1991 AMENDMENTS

Pub. L. 102-240, title VIII, §8001(a), Dec. 18, 1991, 105
Stat. 2203, provided that: ‘“This title [enacting section
9511 of this title, amending sections 4041, 4051, 4071, 4081,
4091, 4221, 4481, 4482, 4483, 6156, 6412, 6420, 6421, 6427, 9503,
and 9504 of this title and section 460/-11 of Title 16, Con-
servation, and enacting provisions set out as notes
under section 9503 of this title, section 101 of Title 23,
Highways, and section 1601 of former Title 49, Transpor-
tation] may be cited as the ‘Surface Transportation
Revenue Act of 1991°.”

Pub. L. 102-227, §1(a), Dec. 11, 1991, 105 Stat. 1686, pro-
vided that: ‘““This Act [amending sections 25, 28, 41, 42,
48, 51, 57, 120, 127, 143, 144, 162, 864, and 6655 of this title
and enacting provisions set out as notes under sections
25, 28, 42, 51, 120, 127, 143, 144, 162, 864, and 6655 of this
title] may be cited as the ‘Tax Extension Act of 1991’.”

SHORT TITLE OF 1990 AMENDMENT

Section 11001(a) of title XI of Pub. L. 101-508 provided
that: ‘““This title [see Tables for classification] may be
cited as the ‘Revenue Reconciliation Act of 1990°.”

SHORT TITLE OF 1989 AMENDMENT

Section 7001(a) of title VII of Pub. L. 101-239 provided
that: ““This title [see Tables for classification] may be
cited as the ‘Revenue Reconciliation Act of 1989°.”

Section 7701 of title VII of Pub. L. 101-239 provided
that: “This subtitle [subtitle G (§§7701-7743) of title VII
of Pub. L. 101-239, see Tables for classification] may be
cited as the ‘Improved Penalty Administration and
Compliance Tax Act’.”

SHORT TITLE OF 1988 AMENDMENT

Section 1(a) of Pub. L. 100-647 provided that: ‘‘This
Act [see Tables for classification] may be cited as the
‘Technical and Miscellaneous Revenue Act of 1988’.”

Section 6226 of Pub. L. 100-647 provided that: ‘‘This
subtitle [subtitle J (§§6226-6247) of title VI of Pub. L.
100-647, enacting sections 6159, 6326, 6712, 7430, 7432, 7433,
7520, 7521, and 7811 of this title, amending sections 6213,
6214, 6331, 6332, 6334, 6335, 6343, 6404, 6512, 6601, 6673, 6863,
7216, 7429, 7481, 7482, 7802, and 7805 of this title and sec-
tion 504 of Title 5, Government Organization and Em-
ployees, renumbering section 6326 as 6327, 7432 as 7433,
and 7433 as 7434 of this title, and enacting provisions set
out as notes under this section and sections 6159, 6213,
6214, 6326, 6331, 6404, 6512, 6673, 6712, 6863, 7429, 7430, 7432,
7520, 7521, 7605, 7801 to 7803, 7805, and 7811 of this title]
may be cited as the ‘Omnibus Taxpayer Bill of
Rights’.”

SHORT TITLE OF 1987 AMENDMENTS

Pub. L. 100-223, title IV, §401, Dec. 30, 1987, 101 Stat.
15632, provided that: ‘“This title [enacting section 4283 of
this title, amending sections 4041, 4261, 4271, 6427, and
9502 of this title, and enacting provisions set out as
notes under sections 4041 and 4261 of this title] may be
cited as the ‘Airport and Airway Revenue Act of 1987°.”’

Pub. L. 100-203, title IX, §9302(a), Dec. 22, 1987, 101
Stat. 1330-333, provided that: ‘‘This part [part II
(8§9302-9346) of subtitle D of part II of Pub. L. 100-203,
enacting sections 1085b and 1371 of Title 29, Labor,
amending sections 401, 404, 411, 412, 414, and 4971 of this
title and sections 1021, 1023, 1024, 1054, 1082 to 1084, 1085a,
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1086, 1103, 1107, 1113, 1132, 1201, 1301, 1305 to 1307, 1322,
1341, 1342, 1344, 1349, 1362, 1364, 1367, and 1368 of Title 29,
repealing section 1349 of Title 29, and enacting provi-
sions set out as notes under sections 401, 404, 412, and
4971 of this title and sections 1054, 1107, 1132, 1301, 1305,
1322, and 1344 of Title 29] may be cited as the ‘Pension
Protection Act’.”

Pub. L. 100-203, title X, §10000(a), Dec. 22, 1987, 101
Stat. 1330-382, provided that: “This title [see Tables for
classification] may be cited as the ‘Revenue Act of
1987.”

Pub. L. 100-17, title V, §501, Apr. 2, 1987, 101 Stat. 256,
provided that: ‘“This title [amending sections 4041, 4051,
4052, 4071, 4081, 4221, 4481, 4482, 4483, 6156, 6412, 6420, 6421,
6427, and 9503 of this title and section 460/-11 of Title 16,
Conservation, and enacting provisions set out as notes
under sections 4052 and 4481 of this title] may be cited
as the ‘Highway Revenue Act of 1987°.”

SHORT TITLE OF 1986 AMENDMENTS

Pub. L. 99-662, title XIV, §1401, Nov. 17, 1986, 100 Stat.
4266, provided that: ‘“This title [enacting sections 4461,
4462, 9505, and 9506 of this title and section 988a of Title
33, Navigation and Navigable Waters, amending section
4042 of this title and sections 984 and 1804 of Title 33, re-
pealing sections 1801 and 1802 of Title 33, and enacting
provisions set out as notes under sections 4042, 4461,
9505, and 9506 of this title and sections 984 and 988 of
Title 33] may be cited as the ‘Harbor Maintenance Rev-
enue Act of 1986°.”

Section 1(a) of Pub. L. 99-514 provided that: ‘“This Act
[see Tables for classification] may be cited as the ‘Tax
Reform Act of 1986°.”

Pub. L. 99499, title V, §501, Oct. 17, 1986, 100 Stat.
1760, provided that: ‘“This title [enacting sections 59A,
4671, 4672, 9507, and 9508 of this title, amending sections
26, 164, 275, 936, 1561, 4041, 4042, 4081, 4221, 4611, 4612, 4661,
4662, 6154, 6416, 6420, 6421, 6425, 6427, 6655, 9502, 9503, and
9506 of this title and section 9601 of Title 42, The Public
Health and Welfare, repealing sections 4681 and 4682 of
this title and sections 9631 to 9633, 9641, and 9653 of Title
42, and enacting provisions set out as notes under this
section and sections 26, 4041, 4611, 4661, 4671, 4681, 9507,
and 9508 of this title] may be cited as the ‘Superfund
Revenue Act of 1986°.”

SHORT TITLE OF 1984 AMENDMENT

Pub. L. 98-369, §1(a), July 18, 1984, 98 Stat. 494, pro-
vided that: ‘“This Act [see Tables for classification]
may be cited as the ‘Deficit Reduction Act of 1984’.”

Pub. L. 98-369, div. A (§§5-1082), §5(a), July 18, 1984, 98
Stat. 494, provided that: ‘“This division [see Tables for
classification] may be cited as the ‘Tax Reform Act of
1984°.”

SHORT TITLE OF 1983 AMENDMENTS

Pub. L. 98-76, title II, §201, Aug. 12, 1983, 97 Stat. 419,
provided that: ‘“This title [enacting sections 3321 to 3323
and 6050G of this title, amending sections 72, 86, 105,
3201, 3202, 3211, 3221, 3231, 6157, 6201, 6317, 6513, and 6601
of this title and section 430 of Title 42, The Public
Health and Welfare, and enacting provisions set out as
notes under sections 72, 105, 3201, 3321, and 6302 of this
title and section 231n of Title 45, Railroads] may be
cited as the ‘Railroad Retirement Revenue Act of
1983’.”

Pub. L. 98-67, title I, §101(a), Aug. 5, 1983, 97 Stat. 369,
provided that: ‘“This title [enacting sections 3406 and
6705 of this title, amending sections 31, 274, 275, 643, 661,
3402, 3403, 3502, 3507, 6011, 6013, 6015, 6042, 6044, 6049, 6051,
6365, 6401, 6413, 6652, 6653, 6654, 6676, 6678, 6682, 7205, 7215,
7431, 7654, and 7701 of this title, repealing sections 3451
to 3456 of this title, enacting provisions set out as notes
under sections 31, 3451, and 6011 of this title, and repeal-
ing provisions set out as a note under section 3451 of
this title] may be cited as the ‘Interest and Dividend
Tax Compliance Act of 1983".”

Pub. L. 97-473, title II, §201, Jan. 14, 1983, 96 Stat. 2607,
provided that: ‘“This title [enacting section 7871 of this
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title, amending sections 41, 103, 164, 170, 2055, 2106, 2522,
42217, 4484, 6420, 6421, 6424, 6427, and 7701 of this title, and
enacting provisions set out as a note under section 7871
of this title] may be cited as the ‘Indian Tribal Govern-
mental Tax Status Act of 1982’.”

Section 1(a) of Pub. L. 97-448 provided that: ‘““This Act
[see Tables for classification] may be cited as the
‘Technical Corrections Act of 1982’.”

Pub. L. 97424, title V, §501(a), Jan. 6, 1983, 96 Stat.
2168, provided that: ‘“This title [see Tables for classi-
fication] may be cited as the ‘Highway Revenue Act of
1982’.”

SHORT TITLE OF 1982 AMENDMENTS

Pub. L. 97-362, §1(a), Oct. 25, 1982, 96 Stat. 1726, pro-
vided that: “This Act [amending sections 8509 and 8521
of Title 5, Government Organization and Employees,
sections 48, 172, 4401, 4411, 6051, 7447, 7448, 7456, 7459, and
7463 of this title, and section 601 of former Title 46,
Shipping, enacting provisions set out as notes under
sections 8509 and 8521 of Title 5 and sections 48, 172, 336,
4401, 4411, 6051, 7448, and 7463 of this title, and amending
provisions set out as notes under section 2291 of Title
19, Customs Duties, and section 3306 of this title] may
be cited as the ‘Miscellaneous Revenue Act of 1982’.”

Pub. L. 97-354, §1(a), Oct. 19, 1982, 96 Stat. 1669, pro-
vided that: ‘“This Act [enacting sections 1361 to 1363,
1366 to 1368, 1371 to 1375, 1377 to 1379, and 6241 to 6245 of
this title, amending sections 29, 31, 40, 41, 46, 48, 50A,
50B, 52, 53, b5, 57, 58, 62, 108, 163, 168, 170, 172, 179, 183, 189,
194, 267, 280, 280A, 291, 447, 464, 465, 613A, 992, 1016, 1101,
1212, 1251, 1254, 1256, 3453, 3454, 4992, 4996, 6037, 6042, 6362,
and 6661 of this title and section 1108 of Title 29, Labor,
omitting section 1376 of this title, and enacting provi-
sions set out as a note under section 1361 of this title]
may be cited as the ‘Subchapter S Revision Act of
1982’.”

Pub. L. 97-248, §1(a), Sept. 3, 1982, 96 Stat. 324, pro-
vided that: ‘““This Act [see Tables for classification]
may be cited as the ‘Tax Equity and Fiscal Responsibil-
ity Act of 1982’.”

Section 401 of title IV of Pub. L. 97-248 provided that:
“This title [enacting sections 6046A and 6221 to 6232 of
this title and section 1508 of Title 28, Judiciary and Ju-
dicial Procedure, amending sections 702, 6031, 6213, 6216,
6422, 6501, 6504, 6511, 6512, 6515, 6679, 7422, 7451, 7456, 7459,
7482, and 7485 of this title and section 1346 of Title 28,
and enacting provisions set out as notes under sections
6031, 6046A, 6221, and 6231 of this title] may be cited as
the ‘Tax Treatment of Partnership Items Act of 1982’.”

SHORT TITLE OF 1981 AMENDMENTS

Pub. L. 97-119, title I, §101(a), Dec. 29, 1981, 95 Stat.
1635, provided that: ‘‘This subtitle [subtitle A
(§§101-104) of title I of Pub. L. 97-119, enacting sections
9500, 9501, 9601, and 9602 of this title, amending sections
501 and 4121 of this title and sections 902, 925, 932, and
934 of Title 30, Mineral Lands and Mining, repealing
section 934a of Title 30, and enacting provisions set out
as notes under sections 4121 and 9501 of this title and
section 934 of Title 30] may be cited as the ‘Black Lung
Benefits Revenue Act of 1981°.”

Section 1(a) of Pub. L. 97-34 provided that: ‘““This Act
[see Tables for classification] may be cited as the ‘Eco-
nomic Recovery Tax Act of 1981°.”

SHORT TITLE OF 1980 AMENDMENTS

Pub. L. 96-605, §1(a), Dec. 28, 1980, 94 Stat. 3521, pro-
vided that: ‘““This Act [enacting sections 66 and 195 of
this title, amending sections 48, 105, 125, 274, 401, 408,
409A, 410, 414, 415, 501, 513, 514, 528, 861, 871, and 2055 of
this title, and enacting provisions set out as notes
under sections 48, 66, 119, 125, 195, 274, 401, 409A, 414, 415,
501, 513, 514, 528, 861, 871, 2055, 3121, and 7701 of this title]
may be cited as the ‘Miscellaneous Revenue Act of
1980°.”

Pub. L. 96-589, §1(a), Dec. 24, 1980, 94 Stat. 3389, pro-
vided that: ‘“This Act [enacting sections 370, 1398, 1399,
6658, and 7464 of this title, redesignating former section
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7464 of this title as 7465, amending sections 108, 111, 118,
128, 302, 312, 337, 351, 354, 355, 357, 368, 381, 382, 422, 443,
542, 703, 1017, 1023, 1371, 3302, 6012, 6036, 6103, 6155, 6161,
6212, 6213, 6216, 6326, 6404, 6503, 6512, 6532, 6871, 6872, 6873,
7430, and 7508 of this title, repealing section 1018 of this
title, and enacting provisions set out as a note under
section 108 of this title] may be cited as the ‘Bank-
ruptcy Tax Act of 1980°.”’

Pub. L. 96-510, title II, §201(a), Dec. 11, 1980, 94 Stat.
2796, provided that: ‘“This title [enacting chapter 38 of
this title, sections 9631 to 9641 of Title 42, The Public
Health and Welfare, and provisions set out as a note
under section 4611 of this title] may be cited as the
‘Hazardous Substance Response Revenue Act of 1980°.”

Pub. L. 96499, title XI, §1100, Dec. 5, 1980, 94 Stat.
2660, provided: ‘‘This title [enacting sections 103A, 280D,
897, 6039C, and 6429 of this title, amending sections 103,
861, 871, 882, 3121, 3306, 4251, 6652, and 6655 of this title
and section 409 of Title 42, The Public Health and Wel-
fare, and enacting provisions set out as notes under
sections 1, 103A, 280D, 897, 3121, and 6655 of this title]
may be cited as the ‘Revenue Adjustments Act of
1980°.”

Pub. L. 96499, title XI, subtitle A (§§1101-1104), §1101,
Dec. 5, 1980, 94 Stat. 2660, provided: ‘‘This subtitle [en-
acting section 103A of this title, amending section 103
of this title, and enacting provisions set out as a note
under section 103A of this title] may be cited as the
‘Mortgage Subsidy Bond Tax Act of 1980°.”"

Pub. L. 96499, title XI, §1121, Dec. 5, 1980, 94 Stat.
2682, provided: ‘“This subtitle [subtitle C (§§1121-1125) of
title XI of Pub. L. 96-499, enacting sections 897 and
6039C of this title, amending sections 861, 871, 882, and
6652 of this title, and enacting provisions set out as
notes under section 897 of this title] may be cited as the
‘Foreign Investment in Real Property Tax Act of
1980°.”

Pub. L. 96471, §1(a), Oct. 19, 1980, 94 Stat. 2247, pro-
vided: ‘“This Act [enacting sections 453 to 453B of this
title, amending sections 311, 336, 337, 381, former section
453, sections 453B, 481, 644, 691, 1038, 1239, and 1255 of this
title, and enacting provisions set out as notes under
sections 4563, 691, and 1038 of this title] may be cited as
the ‘Installment Sales Revision Act of 1980’.”

Pub. L. 96-283, title IV, §401, June 28, 1980, 94 Stat.
582, provided that: ‘‘“This title [enacting sections 4495 to
4498 of this title and sections 1472, 1473 of Title 30, Min-
eral Lands and Mining, and enacting provision set out
as a note under section 4495 of this title] may be cited
as the ‘Deep Seabed Hard Mineral Removal Tax Act of
1979’

Pub. L. 96-223, §1(a) Apr. 2, 1980, 94 Stat. 229, provided
that: “This Act [see Tables for classification] may be
cited as the ‘Crude Oil Windfall Profit Tax Act of
1980°.”

Pub. L. 96-222, §1(a), Apr. 1, 1980, 94 Stat. 194, provided
that: “This Act [see Tables for classification] may be
cited as the ‘Technical Corrections Act of 1979°.”

SHORT TITLE OF 1979 AMENDMENT

Pub. L. 96-39, title VIII, §801(a), July 26, 1979, 93 Stat.
273, provided that: ‘“This subtitle [subtitle A (§§801-810)
of title VIII of Pub. L. 96-39, amending sections 5001,
5002 to 5008, 5043, 5061, 5064, 5066, 5116, 5171 to 5173, 5175
to 5178, 5180, 5181, 5201 to 5205, 5207, 5211 to 5215, 5221 to
5223, 5231, 5232, 5235, 5241, 5273, 5291, 5301, 5352, 5361 to
5363, 5365, 5381, 5391, 5551, 5601, 5604, 5610, 5612, 5615, 5663,
5681, 5682, and 5691 of this title, repealing sections 5009,
5021 to 5026, 5081 to 5084, 5174, 5233, 5234, 5251, 5252, 5364,
and 5521 to 5523 of this title, and enacting provisions set
out as notes under sections 5001, 5061, 5171, and 5173 of
this title] may be cited as the ‘Distilled Spirits Tax Re-
vision Act of 1979".”

SHORT TITLE OF 1978 AMENDMENTS

Section 1(a) of Pub. L. 95-618, Nov. 9, 1978, 92 Stat.
3174, provided that: “This Act [enacting sections 44C,
124, and 4064 of this title, amending sections 39, 46 to 48,
56, 57, 167, 263, 465, 613, 613A, 614, 751, 1016, 1254, 4041, 4063,
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4081, 4092, 4093, 4217, 4221, 4222, 4293, 4483, 6096, 6401, 6412,
6416, 6421, 6424, 6427, 6504, and 6675 of this title, redesig-
nating section 124 of this title as section 125, enacting
provisions set out as notes under sections 39, 44C, 48,
124, 167, 263, 613, 613A, 4041, 4063, 4064, 4081, 4093, and 4221
of this title, and amending provisions set out as notes
under section 57 of this title and section 120 of Title 23,
Highways] may be cited as the ‘Energy Tax Act of
1978’.”

Pub. L. 95615, §1, Nov. 8, 1978, 92 Stat. 3097, provided
that: “This Act [probably meaning sections 1 to 8 of
Pub. L. 95-615, amending section 167 of this title, enact-
ing provisions set out as notes under sections 61, 62, and
911 of this title, and amending provisions set out as
notes under sections 117, 167, 382, 401, and 911 of this
title] may be cited as the ‘Tax Treatment Extension
Act of 1977

Pub. L. 95-615, §201(a), Nov. 8, 1978, 92 Stat. 3098, pro-
vided that: ‘““This Act [probably meaning sections 201 to
210 of Pub. L. 95-615, enacting section 913 of this title,
amending sections 43, 62, 119, 217, 911, 1034, 1302, 1304,
1402, 3401, 6011, 6012, and 6091 of this title, and enacting
provisions set out as notes under sections 61, 401, and
911 of this title] may be cited as the ‘Foreign Earned
Income Act of 1978’.”

Section 1(a) of Pub. L. 95-600 provided that: ““This Act
[see Tables for classification] may be cited as the ‘Rev-
enue Act of 1978’.”

Pub. L. 95-502, title II, §201, Oct. 21, 1978, 92 Stat. 1696,
provided that: ‘“This title [enacting section 4042 of this
title and sections 1801 to 1804 of Title 33, Navigation
and Navigable Waters, amending section 4293 of this
title, and enacting provisions set out as notes under
section 4042 of this title] may be cited as the ‘Inland
Waterways Revenue Act of 1978°.”

Pub. L. 95-227, §1, Feb. 10, 1978, 92 Stat. 11, provided
that: “This Act [enacting sections 192, 4121, and 4951 to
4953 of this title and section 934a of Title 30, Mineral
Lands and Mining, amended sections 501, 4218, 4221, 4293,
4946, 6104, 6213, 6405, 6416, 6501, 6503, and 7454 of this title
and section 934 of Title 30 and enacted provisions set
out as notes under sections 192 and 4121 of this title and
section 934 of Title 30] may be cited as the ‘Black Lung
Benefits Revenue Act of 1977°.”

SHORT TITLE OF 1977 AMENDMENTS

Section 1(a) of Pub. L. 95-30 provided that: ‘““This Act
[see Tables for classification] may be cited as the ‘Tax
Reduction and Simplification Act of 1977°.”

Pub. L. 95-19, §1, Apr. 12, 1977, 91 Stat. 39, provided
that: “This Act [amending section 3304 of this title, en-
acting provisions set out as notes under sections 3302,
3304, and 3309 of this title, and amending provisions set
out as notes under sections 3302, 3304, and 3309 of this
title and sections 359 and 360 of Title 2, The Congress]
may be cited as the ‘Emergency Unemployment Com-
pensation Extension Act of 1977°.”

SHORT TITLE OF 1976 AMENDMENTS

Pub. L. 94-455, title I, §101, Oct. 4, 1976, 90 Stat. 1525,
provided that: “This Act [see Tables for classification]
may be cited as the ‘Tax Reform Act of 1976°.”’

Section 1 of Pub. L. 94452 provided that: ‘“This Act
[enacting section 6158 of this title, amending sections
311, 1101, 1102, 1103, 6151, 6503, and 6601 of this title, and
enacting provisions set out as notes under sections 311,
1101, and 6158 of this title] may be cited as the ‘Bank
Holding Company Tax Act of 1976°.”

SHORT TITLE OF 1975 AMENDMENTS

Pub. L. 94-164, §1, Dec. 23, 1975, 89 Stat. 970, provided
that: “This Act [amending sections 11, 21, 42, 43, 103,
141, 883, 962, 1561, 3402, 6012, 6153, and 6154 of this title
and provisions set out as notes under sections 42, 43,
and 3402 of this title, and enacting provisions set out as
notes under this section and sections 3, 11, 43, 103, and
883 of this title] may be cited as the ‘Revenue Adjust-
ment Act of 1975°.”

Pub. L. 94-12, §1(a), Mar. 29, 1975, 89 Stat. 26, provided
that: ““This Act [enacting sections, 42, 43, 44, 613A, 907,

TITLE 26—INTERNAL REVENUE CODE §1

955, and 6428 of this title, amending sections 3, 11, 12, 21,
46, 47, 48, 50A, 50B, 56, 141, 214, 535, 613, 703, 851, 901, 902,
951, 954, 962, 993, 1034, 1561, 3304 note, 3402, 6012, 6096,
6201, and 6401 of this title, repealing sections 955 and 963
of this title, and enacting provisions set out as notes
under sections 3, 11, 43, 44, 46, 48, 50A, 214, 410, 535, 613A,
907, 955, 993, 3304, 3402, 6428, and 6611 of this title and
section 402 of Title 42, The Public Health and Welfare]
may be cited as the ‘Tax Reduction Act of 1975".”

SHORT TITLE OF 1973 AMENDMENTS

Pub. L. 93-69, title I, §110, July 10, 1973, 87 Stat. 166,
provided that: ‘“This title [amending sections 3201, 3202,
3211, and 3221 of this title and sections 228b, 228c, and
228e of Title 45, Railroads, enacting provisions set out
as notes under section 3201 of this title and sections
228b, 228c, 228f, and 2280 of Title 45, and amending provi-
sions set out as notes under section 228c of Title 45]
may be cited as the ‘Railroad Retirement Amendments
of 1973".”

For short title of Pub. L. 93-17 as the ‘‘Interest
Equalization Tax Extension Act of 1973, see section
1(a) of Pub. L. 93-17, set out as a note under section 2104
of this title.

SHORT TITLE OF 1972 AMENDMENT

Pub. L. 92-512, title II, §201, Oct. 20, 1972, 86 Stat. 936,
provided that: ‘““This title [enacting sections 6361 to 6363
of this title, amending sections 6405 and 7463 of this
title, and enacting provisions set out as a note under
section 7463 of this title] may be cited as the ‘Federal-
State Tax Collection Act of 1972°.”

SHORT TITLE OF 1971 AMENDMENTS

Pub. L. 92-178, §1(a), Dec. 10, 1971, 85 Stat. 497, pro-
vided that: ‘“This Act [see Tables for classification]
may be cited as the ‘Revenue Act of 1971°.”’

For short title of Pub. L. 92-9 as the ‘“‘Interest Equali-
zation Tax Extension Act of 1971, see section 1(a) of
Pub. L. 92-9, set out as a note under section 861 of this
title.

SHORT TITLE OF 1970 AMENDMENT

For short title of Pub. L. 91-614 as the ‘‘Excise, Es-
tate, and Gift Tax Adjustment Act of 1970, see section
1 of Pub. L. 91-614, set out as a Short Title note under
section 2001 of this title.

SHORT TITLE OF 1969 AMENDMENTS

Pub. L. 91-172, §1(a), Dec. 30, 1969, 83 Stat. 487, pro-
vided that: ‘“This Act [see Tables for classification]
may be cited as the ‘Tax Reform Act of 1969°.”

For short title of Pub. L. 91-128 as the ‘‘Interest
Equalization Tax Extension Act of 1969, see section
1(a) of Pub. L. 91-128, set out as a note under section
4182 of this title.

SHORT TITLE OF 1968 AMENDMENT

Pub. L. 90-364, §1(a), June 28, 1968, 82 Stat. 251, pro-
vided that: ‘“This Act [enacting sections 51 and 6425 of
this title, amending sections 103, 243, 276, 501, 963, 3402,
4061, 4251, 6020, 6154, 6412, 6651, 6655, 7203, 7502, and 7701
of this title and sections 603, 607, and 1396b of Title 42,
The Public Health and Welfare, repealing sections 6016,
6074, and 4251 to 4254 of this title, enacting provisions
set out as notes under sections 51, 103, 276, 501, 4061,
6154, and 7502 of this title, section 3101 of Title 5, Gov-
ernment Organization and Employees, sections 11 and
757b of former Title 31, Money and Finance, and section
1396b of Title 42, and amending notes under section
1396b of Title 42,] may be cited as the ‘Revenue and Ex-
penditure Control Act of 1968°.”

SHORT TITLE OF 1967 AMENDMENT

For short title of Pub. L. 90-59 as the ‘‘Interest
Equalization Tax Extension Act of 1967, see section
1(a) of Pub. L. 90-59, set out as a note under section 6011
of this title.
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SHORT TITLE OF 1966 AMENDMENTS

For short title of title I of Pub. L. 89-809 as the ‘‘For-
eign Investors Tax Act of 1966’°, see section 101 of Pub.
L. 89-809, set out as a note under section 861 of this
title.

For short title of title III of Pub. L. 89-809 as the
‘“Presidential Election Campaign Fund Act of 1966, see
section 301 of Pub. L. 89-809, set out as a Short Title
note under section 6096 of this title.

For short title of Pub. L. 89-719 as the ‘‘Federal Tax
Lien Act of 1966°°, see section 1(a) of Pub. L. 89-719, set
out as a Short Title note under section 6321 of this
title.

SHORT TITLE OF 1965 AMENDMENT

Pub. L. 8944, §1(a), June 21, 1965, 79 Stat. 136, pro-
vided that: ‘“This Act [see Tables for classification]
may be cited as the ‘Excise Tax Reduction Act of
1965°.”

SHORT TITLE OF 1964 AMENDMENTS

Section 1 of Pub. L. 88-348 provided: ‘“That this Act
[amending sections 165, 4061, 4251, 4261, 5001, 5022, 5041,
5051, 5063, 5701, 5707, and 6412 of this title, and provisions
set out as notes under sections 165, 4261, and 5701 of this
title] may be cited as the ‘Excise-Tax Rate Extension
Act of 1964°.”

Pub. L. 88-272, §2(a), Feb. 26, 1964, 78 Stat 19, provided
that: ‘“This Act [see Tables for classification] may be
cited as the ‘Revenue Act of 1964’.”

SHORT TITLE OF 1963 AMENDMENT

Pub. L. 88-52, §1, June 29, 1963, 77 Stat. 72, provided:
“That this Act [amending sections 11, 821, 4061, 4251,
4261, 5001, 5022, 5041, 5051, 5063, 5701, 5707, 6412 of this
title and provisions set out as notes under sections 4261
and 5701 of this title] may be cited as the ‘Tax Rate Ex-
tension Act of 1963’.”

SHORT TITLE OF 1962 AMENDMENTS

Pub. L. 87-834, §1(a), Oct. 16, 1962, 76 Stat. 960, pro-
vided that: “This Act [see Tables for classification]
may be cited as the ‘Revenue Act of 1962°.”

For short title of Pub. L. 87-792 as the ‘‘Self-Em-
ployed Individuals Tax Retirement Act of 1962, see
section 1 of Pub. L. 87-792, set out as a note under sec-
tion 401 of this title.

Pub. L. 87-508, §1, June 28, 1962, 76 Stat. 114, provided:
“That this Act [amending sections 11, 821, 4061, 4251 to
4253, 4261 to 4264, 5001, 5002, 5041, 5051, 5063, 5701, 6707,
6412, 6416, and 6421 of this title, enacting provisions set
out as notes under section 4261, 6416, and 6421 of this
title, and amending provisions set out as a note under
section 5701 of this title] may be cited as the ‘Tax Rate
Extension Act of 1962°.”

SHORT TITLE OF 1961 AMENDMENT

Pub. L. 87-72, §1, June 30, 1961, 75 Stat. 193, provided:
“That this Act [amending sections 11, 821, 4061, 4251,
4261, 5001, 5022, 5041, 5051, 5063, 5701, 5707, and 6412 of this
title and provisions set out as a note under section 5701
of this title] may be cited as the ‘Tax Rate Extension
Act of 1961°.”

SHORT TITLE OF 1959 AMENDMENTS

Pub. L. 86-75, §1, June 30, 1959, 73 Stat. 157, provided:
“That this Act [amending sections 11, 821, 4061, 4251,
4261, 5001, 5022, 5041, 5051, 5063, 5701, 5707 and 6412 of this
title and provisions set out as a note under section 5701
of this title] may be cited as the ‘Tax Rate Extension
Act of 1959°.”

Section 1 of Pub. L. 86-69 provided that: ‘“This Act
[amending former part I of subchapter L of this chapter
and sections 116, 381, 841, 842, 891, 1016, 1201, 1232, 1504,
4371, and 6501 of this title and enacting provisions set
out as notes under sections 801, 6072, and 6655 of this
title] may be cited as the ‘Life Insurance Company In-
come Tax Act of 1959°.”
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SHORT TITLE OF 1958 AMENDMENTS

Pub. L. 85-866, §1(a), Sept. 2, 1958, 72 Stat. 1606, pro-
vided that: ‘““This title [see Tables for classification]
may be cited as the ‘Technical Amendments Act of
1958°.”

Pub. L. 85-866, §201, Sept. 2, 1958, 72 Stat. 1676, pro-
vided that: “This title [amending sections 165, 172, 179,
535, 1244, 1551, 6161, 6166, 6503, and 6601 of this title and
enacting provisions set out as notes under sections 172,
179, 535, 6161 of this title] may be cited as the ‘Small
Business Tax Revision Act of 1958’.”

For short title of Pub. L. 85-859 as the ‘‘Excise Tax
Technical Changes Act of 1958, see section 1(a) of Pub.
L. 85-859, set out as a Short Title note under section
5001 of this title.

Pub. L. 85-475, §1, June 30, 1958, 72 Stat. 259, provided:
‘“That this Act [amending sections 11, 821, 4061, 4292,
5001, 5022, 5041, 5051, 5063, 5134, 5701, 5707, 6412, 6415, 6416,
7012, and 7272 of this title and repealing sections 4271 to
4273 and 4281 to 4283 of this title] may be cited as the
‘Tax Rate Extension Act of 1958°.”

SHORT TITLE OF 1957 AMENDMENT

Section 1 of Pub. L. 85-12 provided: ‘‘That this Act
[amending sections 11, 821, 4061, 5001, 5022, 5041, 5051,
5063, 5134, 5701, 5707, and 6412 of this title] may be cited
as the ‘Tax Rate Extension Act of 1957.”

SHORT TITLE OF 1956 AMENDMENTS

For short title of title II of act June 29, 1956 as the
‘“‘Highway Revenue Act of 1956’°, see section 201(a) of
act June 29, 1956, set out as a note under section 4041 of
this title.

For short title of act Mar. 29, 1956 as the ‘‘Tax Rate
Extension Act of 1956, see section 1 of act Mar. 29, 1956,
set out as a note under section 4041 of this title.

For short title of act Mar. 13, 1956 as the ‘‘Life Insur-
ance Company Tax Act for 1955, see section 1 of act
Mar. 13, 1956, set out as a Short Title note under sec-
tion 821 of this title.

Section 1 of act Mar. 13, 1956, provided: ‘‘That this
Act [enacting section 843 of this title and amending
sections 316, 501, 594, 801 to 805, 811 to 813, 816 to 818, 821,
822, 832, 841, 842, 891, 1201, 1504, and 4371 of this title] be
cited as the ‘Life Insurance Company Tax Act for
1955°.”

SHORT TITLE OF 1955 AMENDMENT

For short title of act Mar. 30, 1955 as the ‘“‘Tax Rate
Extension Act of 1955, see section 1 of act Mar. 30, 1955,
set out as a note under section 4041 of this title.

COORDINATION OF TITLE XVI oF PUB. L. 105-34 WITH
OTHER TITLES OF PUB. L. 105-34

Section 1600 of title XVI of Pub. L. 105-34 provided
that: ‘“For purposes of applying the amendments made
by any title of this Act other than this title, the provi-
sions of this title [see Tables for classification] shall be
treated as having been enacted immediately before the
provisions of such other titles.”

ELECTION TO RECOGNIZE GAIN ON ASSETS HELD ON
JANUARY 1, 2001

Section 311(e) of Pub. L. 105-34 provided that: ‘“For
purposes of the Internal Revenue Code of 1986—
‘(1) IN GENERAL.—A taxpayer other than a corpora-
tion may elect to treat—

““(A) any readily tradable stock (which is a cap-
ital asset) held by such taxpayer on January 1, 2001,
and not sold before the next business day after such
date, as having been sold on such next business day
for an amount equal to its closing market price on
such next business day (and as having been reac-
quired on such next business day for an amount
equal to such closing market price), and

“(B) any other capital asset or property used in
the trade or business (as defined in section 1231(b)
of the Internal Revenue Code of 1986) held by the
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taxpayer on January 1, 2001, as having been sold on

such date for an amount equal to its fair market

value on such date (and as having been reacquired
on such date for an amount equal to such fair mar-
ket value).

¢“(2) TREATMENT OF GAIN OR LOSS.—

‘“(A) Any gain resulting from an election under
paragraph (1) shall be treated as received or accrued
on the date the asset is treated as sold under para-
graph (1) and shall be recognized notwithstanding
any provision of the Internal Revenue Code of 1986.

‘(B) Any loss resulting from an election under
paragraph (1) shall not be allowed for any taxable
year.

‘(3) ELECTION.—An election under paragraph (1)
shall be made in such manner as the Secretary of the
Treasury or his delegate may prescribe and shall
specify the assets for which such election is made.
Such an election, once made with respect to any
asset, shall be irrevocable.

‘‘(4) READILY TRADABLE STOCK.—For purposes of this
subsection, the term ‘readily tradable stock’ means
any stock which, as of January 1, 2001, is readily trad-
able on an established securities market or other-
wise.”

COORDINATION OF SUBTITLE G OF TITLE I oF PUB. L.
104-188 WITH OTHER SUBTITLES OF TITLE I OF PUB.
L. 104-188

Section 1701 of Pub. L. 104-188 provided that: ‘‘For
purposes of applying the amendments made by any sub-
title [subtitle A to F (§§1111-1621) and H to J
(§§1801-1954) of title I of Pub. L. 104-188, see Tables for
classification] of this title other than this subtitle
[subtitle G (§§1701-1704) of title I of Pub. L. 104-188, see
Tables for classification], the provisions of this subtitle
shall be treated as having been enacted immediately
before the provisions of such other subtitles.”

ELECTION TO PAY ADDITIONAL 1993 TAXES IN
INSTALLMENTS

Section 13201(d) of Pub. L. 103-66 provided that:

‘(1) IN GENERAL.—At the election of the taxpayer, the
additional 1993 taxes may be paid in 3 equal install-
ments.

¢“(2) DATES FOR PAYING INSTALLMENTS.—In the case of
any tax payable in installments by reason of paragraph
O—

‘“(A) the first installment shall be paid on or before
the due date for the taxpayer’s taxable year begin-
ning in calendar year 1993,

‘“(B) the second installment shall be paid on or be-
fore the date 1 year after the date determined under
subparagraph (A), and

‘(C) the third installment shall be paid on or before
the date 2 years after the date determined under sub-
paragraph (A).

For purposes of the preceding sentence, the term ‘due
date’ means the date prescribed for filing the tax-
payer’s return determined without regard to exten-
sions.

‘(3) EXTENSION WITHOUT INTEREST.—For purposes of
section 6601 of the Internal Revenue Code of 1986, the
date prescribed for the payment of any tax payable in
installments under paragraph (1) shall be determined
with regard to the extension under paragraph (1).

¢“(4) ADDITIONAL 1993 TAXES.—

‘“(A) IN GENERAL.—For purposes of this subsection,
the term ‘additional 1993 taxes’ means the excess of—

‘(i) the taxpayer’s net chapter 1 liability as
shown on the taxpayer’s return for the taxpayer’s
taxable year beginning in calendar year 1993, over

‘(i) the amount which would have been the tax-
payer’s net chapter 1 liability for such taxable year
if such liability had been determined using the
rates which would have been in effect under section

1 of the Internal Revenue Code of 1986 for taxable

years beginning in calendar year 1993 but for the

amendments made by this section [amending this

TITLE 26—INTERNAL REVENUE CODE §1

section and sections 41, 63, 68, 132, 151, 453A, 513, 531,
and 541 of this title] and section 13202 [amending
this section and sections 531 and 541 of this title]
and such liability had otherwise been determined
on the basis of the amounts shown on the tax-
payer’s return.

‘‘(B) NET CHAPTER 1 LIABILITY.—For purposes of sub-
paragraph (A), the term ‘net chapter 1 liability’
means the liability for tax under chapter 1 of the In-
ternal Revenue Code of 1986 determined—

‘(i) after the application of any credit against
such tax other than the credits under sections 31
and 34, and

‘“(ii) before crediting any payment of estimated
tax for the taxable year.

‘“(5) ACCELERATION OF PAYMENTS.—If the taxpayer
does not pay any installment under this section on or
before the date prescribed for its payment or if the Sec-
retary of the Treasury or his delegate believes that the
collection of any amount payable in installments under
this section is in jeopardy, the Secretary shall imme-
diately terminate the extension under paragraph (1)
and the whole of the unpaid tax shall be paid on notice
and demand from the Secretary.

‘“(6) ELECTION ON RETURN.—An election under para-
graph (1) shall be made on the taxpayer’s return for the
taxpayer’s taxable year beginning in calendar year 1993.

“(7) EXCEPTION FOR ESTATES AND TRUSTS.—This sub-
section shall not apply in the case of an estate or
trust.”

COORDINATION OF SUBTITLE G OF TITLE XI OF PUB. L.
101-508 WITH OTHER SUBTITLES OF TITLE XI

Section 11700 of Pub. L. 101-508 provided that: ‘‘For
purposes of applying the amendments made by any sub-
title [subtitles A to F (§§11101-11622) and H and I
(§§11801-11901) of title XI of Pub. L. 101-508, see Tables
for classification] of this title other than this subtitle
[subtitle G (§§11700-11704) of title XI of Pub. L. 101-508,
see Tables for classification], the provisions of this sub-
title shall be treated as having been enacted imme-
diately before the provisions of such other subtitles.”

COORDINATION OF SUBTITLE H oF TITLE VII oF PUB. L.
101-239 WITH OTHER SUBTITLES OF TITLE VII

Section 7801(b) of Pub. L. 101-239 provided that: ‘“‘For
purposes of applying the amendments made by any sub-
title [subtitles A to G (§§7101-7743) of title VII of Pub.
L. 101-239, see Tables for classification] of this title
other than this subtitle [subtitle H (§§7801-7894) of title
VII of Pub. L. 101-239, see Tables for classification], the
provisions of this subtitle shall be treated as having
been enacted immediately before the provisions of such
other subtitles.”

TRANSITIONAL RULE FOR MAXIMUM CAPITAL GAINS
RATE

Section 302(c) of Pub. L. 99-514, which related to long-
term capital gain on rights to royalties paid under par-
ticular leases and assignments, was repealed by Pub. L.
100-647, title I, §1003(b)(1), Nov. 10, 1988, 102 Stat. 3382.

COORDINATION OF TITLE XVIII oF PUB. L. 99-514 WITH
OTHER TITLES OF PUB. L. 99-514

Section 1800 of title XVIII of Pub. L. 99-514 provided
that: “For purposes of applying the amendments made
by any title of this Act other than this title, the provi-
sions of this title [see Tables for classification] shall be
treated as having been enacted immediately before the
provisions of such other titles.”

COORDINATION WITH OTHER PROVISIONS

Pub. L. 99-509, title VIII, §8081, Oct. 21, 1986, 100 Stat.
1965, provided that: ‘‘Nothing in any provision of this
Act [see Tables for classifications] (other than this
title) shall be construed as—

‘(1) imposing any tax (or exempting any person or
property from any tax),
‘(2) establishing any trust fund, or
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‘4(3) authorizing amounts to be expended from any
trust fund.”

[S.Con.Res. 174, agreed to Oct. 18, 1986, provided:
“That, in the enrollment of the bill (H.R. 5300) to pro-
vide for reconciliation pursuant to section 2 of the con-
current resolution on the budget for fiscal year 1987,
the Clerk of the House of Representatives shall insert
at the end of section 8081 of the bill the following: Para-
graph (3) shall not apply to any authorization made by
title IX of this Act.”” As a result of clerical error, the
sentence was inserted at the end of section 8101 of the
bill, and appears at the end of section 8101 of Pub. L.
99-509, 100 Stat. 1967.]

Pub. L. 99499, title V, §531, Oct. 17, 1986, 100 Stat.
1782, provided that: ‘“Notwithstanding any provision of
this Act [see Tables for classifications] not contained
in this title [see Short Title of 1986 Amendment note
above], any provision of this Act (not contained in this
title) which—

‘(1) imposes any tax, premium, or fee,
‘“(2) establishes any trust fund, or
“(3) authorizes amounts to be expended from any
trust fund,
shall have no force or effect.”

ELIMINATION OF 50-CENT ROUNDING ERRORS

Section 101(a)(3) of Pub. L. 97-448, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
“If any figure in any table—

‘“(A) which is set forth in section 1 of the Internal
Revenue Code of 1986 [formerly I.R.C. 1954] (as amend-
ed by section 101 of the Economic Recovery Tax Act
of 1981 [Pub. L. 97-34, title I, §101, Aug. 13, 1981, 95
Stat. 176], and

‘“(B) which applies to married individuals filing sep-
arately or to estates and trusts,

differs by not more than 50 cents from the correct
amount under the formula used in constructing such
table, such figure is hereby corrected to the correct
amount.” [See 1982 Amendment note above.]

PoLicy WITH RESPECT TO ADDITIONAL TAX REDUCTIONS

Section 3 of Pub. L. 95-600 provided that: ‘“‘As a mat-
ter of national policy the rate of growth in Federal out-
lays, adjusted for inflation, should not exceed 1 percent
per year between fiscal year 1979 and fiscal year 1983;
Federal outlays as a percentage of gross national prod-
uct should decline to below 21 percent in fiscal year
1980, 20.5 percent in fiscal year 1981, 20 percent in fiscal
year 1982 and 19.5 percent in fiscal year 1983; and the
Federal budget should be balanced in fiscal years 1982
and 1983. If these conditions are met, it is the intention
that the tax-writing committees of Congress will report
legislation providing significant tax reductions for in-
dividuals to the extent that these tax reductions are
justified in the light of prevailing and expected eco-
nomic conditions.”

EFFECTIVE DATE OF CERTAIN DEFINITIONS AND
DESIGNATIONS

Pub. L. 94-455, title XIX, §1908, Oct. 4, 1976, 90 Stat.
1836, provided that: ‘“‘For purposes of any amendment
made by any provision of this Act [see Tables for classi-
fication] (other than this title)—

‘(1) which contains a term the meaning of which is
defined in or modified by any provision of this title,
and

‘(2) which has an effective date earlier than the ef-
fective date of the provision of this title defining or
modifying such term,

that definition or modification shall be considered to
take effect as of such earlier effective date.”

CONGRESSIONAL DECLARATION RELATING TO 1975
AMENDMENT

Pub. L. 94-164, § 1A, Dec. 23, 1975, 89 Stat. 970, provided
that:

‘“(a) Congress is determined to continue the tax re-
duction for the first 6 months of 1976 in order to assure
continued economic recovery.
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‘“(b) Congress is also determined to continue to con-
trol spending levels in order to reduce the national def-
icit.

‘“(c) Congress reaffirms its commitments to the pro-
cedures established by the Congressional Budget and
Impoundment Control Act of 1974 [see Tables for classi-
fication of Pub. L. 93-344, July 12, 1974, 88 Stat. 297]
under which it has already established a binding spend-
ing ceiling for the fiscal year 1976.

‘(d) If the Congress adopts a continuation of the tax
reduction provided by this Act [see Short Title of 1975
Amendment note above] beyond June 30, 1976, and if
economic conditions warrant doing so, Congress shall
provide, through the procedures in the Budget Act
[Pub. L. 93-344], for reductions in the level of spending
in the fiscal year 1977 below what would otherwise
occur, equal to any additional reduction in taxes (from
the 1974 tax rate levels) provided for the fiscal year
1977: Provided, however, That nothing shall preclude the
right of the Congress to pass a budget resolution con-
taining a higher or lower expenditure figure if the Con-
gress concludes that this is warranted by economic
conditions or unforeseen circumstances.”

CONGRESSIONAL DECLARATION RELATING TO 1964
AMENDMENT

Pub. L. 88-272, §1, Feb. 26, 1964, 78 Stat. 19, provided
that: ‘It is the sense of Congress that the tax reduction
provided by this Act [see Short Title of 1964 Amend-
ment note above] through stimulation of the economy,
will, after a brief transitional period, raise (rather than
lower) revenues and that such revenue increases should
first be used to eliminate the deficits in the adminis-
trative budgets and then to reduce the public debt. To
further the objective of obtaining balanced budgets in
the near future, Congress by this action, recognizes the
importance of taking all reasonable means to restrain
Government spending and urges the President to de-
clare his accord with this objective.”

CROSS REFERENCES

Deductions for individuals,

Additional itemized allowable, see section 211 et
seq. of this title.

Itemized deductions, see section 161 et seq. of this
title.

Personal exemptions, see section 151 et seq. of this
title.

Dependent defined, see section 1562 of this title.

Effect of change of rate of tax, see section 15 of this
title.

Imposition of net income taxes by State on income
derived from interstate commerce, see section 381 et
seq. of Title 15, Commerce and Trade.

Income exempt under treaty, see section 894 of this
title.

Income tax collected at source, see section 3402 of
this title.

Nonresident aliens, see section 871 et seq. of this
title.

Partners subject to income tax in individual capac-
ities, see section 701 of this title.

Rate of tax under Federal Insurance Contributions
Act, see section 3101 of this title.

Treaty obligations observed, see section 7852 of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 2, 3, 15, 25A, 32,
41, 42, 55, 59, 63, 68, 132, 135, 162, 213, 220, 221, 402, 453A,
460, 468B, 511, 512, 513, 641, 685, 691, 774, 871, 876, 877, 891,
904, 911, 936, 962, 1291, 1301, 1398, 1446, 2032A, 2503, 2631,
3402, 4001, 4261, 6014, 6039F, 6103, 6242, 6334, 6601, 6652,
6655, 6867, 7430, 7518, 7519 of this title; title 7 section
940d; title 42 section 629; title 46 App. section 1177.

§ 2. Definitions and special rules
(a) Definition of surviving spouse
(1) In general

For purposes of section 1, the term ‘‘surviv-
ing spouse’ means a taxpayer—
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(A) whose spouse died during either of his
two taxable years immediately preceding
the taxable year, and

(B) who maintains as his home a household
which constitutes for the taxable year the
principal place of abode (as a member of
such household) of a dependent (i) who
(within the meaning of section 152) is a son,
stepson, daughter, or stepdaughter of the
taxpayer, and (ii) with respect to whom the
taxpayer is entitled to a deduction for the
taxable year under section 151.

For purposes of this paragraph, an individual
shall be considered as maintaining a house-
hold only if over half of the cost of maintain-
ing the household during the taxable year is
furnished by such individual.

(2) Limitations

Notwithstanding paragraph (1), for purposes
of section 1 a taxpayer shall not be considered
to be a surviving spouse—

(A) if the taxpayer has remarried at any
time before the close of the taxable year, or
(B) unless, for the taxpayer’s taxable year
during which his spouse died, a joint return
could have been made under the provisions
of section 6013 (without regard to subsection
(a)(3) thereof).

(3) Special rule where deceased spouse was in
missing status

If an individual was in a missing status
(within the meaning of section 6013(f)(3)) as a
result of service in a combat zone (as deter-
mined for purposes of section 112) and if such
individual remains in such status until the
date referred to in subparagraph (A) or (B),
then, for purposes of paragraph (1)(A), the date
on which such individual died shall be treated
as the earlier of the date determined under
subparagraph (A) or the date determined
under subparagraph (B):

(A) the date on which the determination is
made under section 556 of title 37 of the
United States Code or under section 5566 of
title 5 of such Code (whichever is applicable)
that such individual died while in such miss-
ing status, or

(B) except in the case of the combat zone
designated for purposes of the Vietnam con-
flict, the date which is 2 years after the date
designated under section 112 as the date of
termination of combatant activities in that
zone.

(b) Definition of head of household

(1) In general

For purposes of this subtitle, an individual
shall be considered a head of a household if,
and only if, such individual is not married at
the close of his taxable year, is not a surviving
spouse (as defined in subsection (a)), and ei-
ther—

(A) maintains as his home a household
which constitutes for more than one-half of
such taxable year the principal place of
abode, as a member of such household, of—

(i) a son, stepson, daughter, or step-
daughter of the taxpayer, or a descendant
of a son or daughter of the taxpayer, but if
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such son, stepson, daughter, stepdaughter,
or descendant is married at the close of
the taxpayer’s taxable year, only if the
taxpayer is entitled to a deduction for the
taxable year for such person under section
151 (or would be so entitled but for para-
graph (2) or (4) of section 152(e)), or

(ii) any other person who is a dependent
of the taxpayer, if the taxpayer is entitled
to a deduction for the taxable year for
such person under section 151, or

(B) maintains a household which con-
stitutes for such taxable year the principal
place of abode of the father or mother of the
taxpayer, if the taxpayer is entitled to a de-
duction for the taxable year for such father
or mother under section 151.

For purposes of this paragraph, an individual
shall be considered as maintaining a house-
hold only if over half of the cost of maintain-
ing the household during the taxable year is
furnished by such individual.

(2) Determination of status

For purposes of this subsection—

(A) a legally adopted child of a person
shall be considered a child of such person by
blood;

(B) an individual who is legally separated
from his spouse under a decree of divorce or
of separate maintenance shall not be consid-
ered as married;

(C) a taxpayer shall be considered as not
married at the close of his taxable year if at
any time during the taxable year his spouse
is a nonresident alien; and

(D) a taxpayer shall be considered as mar-
ried at the close of his taxable year if his
spouse (other than a spouse described in sub-
paragraph (C)) died during the taxable year.

(3) Limitations

Notwithstanding paragraph (1), for purposes
of this subtitle a taxpayer shall not be consid-
ered to be a head of a household—

(A) if at any time during the taxable year
he is a nonresident alien; or
(B) by reason of an individual who would
not be a dependent for the taxable year but
for—
(i) paragraph (9) of section 152(a), or
(ii) subsection (c) of section 152.

(¢) Certain married individuals living apart

For purposes of this part, an individual shall
be treated as not married at the close of the tax-
able year if such individual is so treated under
the provisions of section 7703(b).

(d) Nonresident aliens

In the case of a nonresident alien individual,
the taxes imposed by sections 1 and 55 shall
apply only as provided by section 871 or 877.
(e) Cross reference

For definition of taxable income, see section 63.

(Aug. 16, 1954, ch. 736, 68A Stat. 8; Feb. 26, 1964,
Pub. L. 88-272, title I, §112(b), 78 Stat. 24; Dec. 30,
1969, Pub. L. 91-172, title VIII, §803(b), 83 Stat.
682; Jan. 2, 1975, Pub. L. 93-597, §3(b), 88 Stat.
1951; Oct. 4, 1976, Pub. L. 94-455, title XIX,
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§1901(a)(1), (b)(9), 90 Stat. 1764, 1795; Oct. 20, 1976,
Pub. L. 94-569, §3(a), 90 Stat. 2699; Jan. 12, 1983,
Pub. L. 97-448, title III, §307(a), 96 Stat. 2407;
July 18, 1984, Pub. L. 98-369, div. A, title IV,
§423(c)(2), 98 Stat. 801; Oct. 22, 1986, Pub. L.
99-514, title XIII, §1301(j)(10), title XVII,
§1708(a)(1), 100 Stat. 2658, 2782; Nov. 10, 1988, Pub.
L. 100-647, title I, §1007(g)(13)(A), 102 Stat. 3436.)

AMENDMENTS

1988—Subsec. (d). Pub. L. 100-647 substituted ‘‘the
taxes imposed by sections 1 and 55 for ‘‘the tax im-
posed by section 1.

1986—Subsec. (a)(3)(B). Pub. L. 99-514, §1708(a)(1),
amended subpar. (B) generally. Prior to amendment,
subpar. (B) read as follows: ‘‘the date which is—

‘(i) December 31, 1982, in the case of service in the
combat zone designated for purposes of the Vietnam
conflict, or

‘‘(ii) 2 years after the date designated under section
112 as the date of termination of combatant activities
in that zone, in the case of any combat zone other
than that referred to in clause (i).”

Subsec. (c). Pub. L. 99-514, §1301(j)(10), substituted
“‘section 7703(b)” for ‘‘section 143(b)”’.

1984—Subsec. (b)(1)(A). Pub. L. 98-369, §423(c)(2)(A),
substituted ‘‘which constitutes for more than one-half
of such taxable year’” for ‘‘which constitutes for such
taxable year”.

Subsec. (b)(1)(A)({1). Pub. L. 98-369, §423(c)(2)(B), in-
serted ‘‘(or would be so entitled but for paragraph (2) or
(4) of section 152(e))”’.

1983—Subsec. (a)(3)(B)(1). Pub. L. 97448 substituted
“December 31, 1982"’ for ‘‘January 2, 1978"".

1976—Subsec. (a)(3)(B). Pub. L. 94-569 substituted ‘‘the
date which is”’ for ‘‘the date which is 2 years after’” in
provisions preceding cl. (i), substituted ‘January 2,
1978 for ‘‘the date of the enactment of this paragraph”
in cl. (i), and substituted ‘2 years after the date’ for
“‘the date’ in cl. (ii).

Subsec. (b)(3)(B)(ii). Pub. L. 94-455, §1901(b)(9), redes-
ignated cl. (iii) as (ii) and struck out former cl. (ii)
which provided that an individual who was a dependent
solely by reason of par. (10) of section 1562(a) would not
be considered as a head of a household.

Subsec. (c). Pub. L. 94-455, §1901(a)(1), substituted
‘‘shall be treated as not married at the close of the tax-
able year’’ for ‘‘shall not be considered as married’’.

1975—Subsec. (a)(3). Pub. L. 93-597 added par. (3).

1969—Subsec. (a). Pub. L. 91-172 redesignated subsec.
(b) as (a). See sec. 1(a) of this title.

Subsec. (b). Pub. L. 91-172 redesignated provisions of
former section 1(b)(2) to (4) of this title as subsec. (b).
Former subsec. (b) redesignated (a), with minor
changes.

Subsec. (¢). Pub. L. 91-172 added subsec. (c).

Subsec. (d). Pub. L. 91-172 redesignated as subsec. (d)
provisions of former section 1(d) with minor changes.

Subsec. (e). Pub. L. 91-172 redesignated as subsec. (e)
provisions of former section 1(e).

1964—Subsec. (a). Pub. L. 88-272 inserted reference to
section 141.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1301(j)(10) of Pub. L. 99-514 ap-
plicable to bonds issued after Aug. 15, 1986, except as
otherwise provided, see sections 1311 to 1318 of Pub. L.
99-514, set out as an Effective Date; Transitional Rules
note under section 141 of this title.

Section 1708(b) of Pub. L. 99-514 provided that: ‘“The
amendments made by this section [amending this sec-
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tion and sections 692, 6013, and 7508 of this title] shall
apply to taxable years beginning after December 31,
1982.”

EFFECTIVE DATE OF 1984 AMENDMENT

Section 423(d) of Pub. L. 98-369 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 43, 44A, 105, 143, 152, and 213 of this
title] shall apply to taxable years beginning after De-
cember 31, 1984.”

EFFECTIVE DATE OF 1976 AMENDMENT

Section 1901(d) of Pub. L. 94-455 provided that: “Ex-
cept as otherwise expressly provided in this section, the
amendments made by this section [see Tables for clas-
sification] shall apply with respect to taxable years be-
ginning after December 31, 1976. The amendments made
by subsections (a)(29) and (b)(10) shall apply with re-
spect to taxable years ending after the date of the en-
actment of this Act [Oct. 4, 1976].”

EFFECTIVE DATE OF 1975 AMENDMENT

Amendment by Pub. L. 93-597 applicable to taxable
years ending on or after Feb. 28, 1961, see section 3(c) of
Pub. L. 93-597, set out as a note under section 6013 of
this title.

EFFECTIVE DATE OF 1969 AMENDMENT

Amendment by Pub. L. 91-172 applicable to taxable
years beginning after Dec. 31, 1970, except that subsec.
(c) is applicable to taxable years beginning after Dec.
31, 1969, see section 803(f) of Pub. L. 91-172, set out as a
note under section 1 of this title.

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment by Pub. L. 88-272, except for purposes of
section 21 of this title, effective with respect to taxable
years beginning after Dec. 31, 1963, see section 131 of
Pub. L. 88-272, set out as a note under section 1 of this
title.

CROSS REFERENCES

Joint returns of income tax by husband and wife, see
section 6013 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 1, 32, 55, 63, 151,
3402, 6012, 6013 of this title; title 20 sections 1087nn,
108700, 1087qq; title 38 section 1503.

§ 3. Tax tables for individuals

(a) Imposition of tax table tax
(1) In general

In lieu of the tax imposed by section 1, there
is hereby imposed for each taxable year on the
taxable income of every individual—

(A) who does not itemize his deductions for
the taxable year, and

(B) whose taxable income for such taxable
year does not exceed the ceiling amount,

a tax determined under tables, applicable to
such taxable year, which shall be prescribed
by the Secretary and which shall be in such
form as he determines appropriate. In the
table so prescribed, the amounts of the tax
shall be computed on the basis of the rates
prescribed by section 1.

(2) Ceiling amount defined

For purposes of paragraph (1), the term
“‘ceiling amount’ means, with respect to any
taxpayer, the amount (not less than $20,000)
determined by the Secretary for the tax rate
category in which such taxpayer falls.
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(3) Authority to prescribe tables for taxpayers
who itemize deductions

The Secretary may provide that this section
shall apply also for any taxable year to indi-
viduals who itemize their deductions. Any
tables prescribed under the preceding sentence
shall be on the basis of taxable income.

(b) Section inapplicable to certain individuals

This section shall not apply to—

(1) an individual making a return under sec-
tion 443(a)(1) for a period of less than 12
months on account of a change in annual ac-
counting period, and

(2) an estate or trust.

(¢) Tax treated as imposed by section 1

For purposes of this title, the tax imposed by
this section shall be treated as tax imposed by
section 1.

(d) Taxable income

Whenever it is necessary to determine the tax-
able income of an individual to whom this sec-
tion applies, the taxable income shall be deter-
mined under section 63.

(e) Cross reference

For computation of tax by Secretary, see section
6014.

(Aug. 16, 1954, ch. 736, 68A Stat. 8; Feb. 26, 1964,
Pub. L. 88-272, title III, §301(a), 78 Stat. 129; Dec.
30, 1969, Pub. L. 91-172, title VIII, §803(c), 83 Stat.
684; Mar. 29, 1975, Pub. L. 94-12, title II, §201(c),
89 Stat. 29; Oct. 4, 1976, Pub. L. 94-455, title V,
§501(a), 90 Stat. 1558; May 23, 1977, Pub. L. 95-30,
title I, §101(b), 91 Stat. 131; Nov. 6, 1978, Pub. L.
95-600, title IV, §401(b)(1), 92 Stat. 2867; Pub. L.
95-600, title II, §202(g), as added Pub. L. 96-222,
title I, §108(a)(1)(A), Apr. 1, 1980, 94 Stat. 223;
Apr. 1, 1980, Pub. L. 96-222, title I, §108(a)(1)(E),
94 Stat. 225; Aug. 13, 1981, Pub. L. 97-34, title I,
§§101(b)(2)(B), (C), (c)(2)(A), 121(c)(3), 95 Stat. 183,
197; Oct. 22, 1986, Pub. L. 99-514, title I, §§102(Db),
141(b)(1), 100 Stat. 2102, 2117.)

AMENDMENTS

1986—Subsec. (a). Pub. L. 99-514, §102(b), substituted
subsec. (a) for former subsec. (a) which read as follows:

‘(1) IN GENERAL.—In lieu of the tax imposed by sec-
tion 1, there is hereby imposed for each taxable year
on the tax table income of every individual whose tax
table income for such year does not exceed the ceil-
ing amount, a tax determined under tables, applica-
ble to such taxable year, which shall be prescribed by
the Secretary and which shall be in such form as he
determines appropriate. In the tables so prescribed,
the amounts of tax shall be computed on the basis of
the rates prescribed by section 1.

‘(2) CEILING AMOUNT DEFINED.—For purposes of
paragraph (1), the term ‘‘ceiling amount’” means,
with respect to any taxpayer, the amount (not less
than $20,000) determined by the Secretary for the tax
rate category in which such taxpayer falls.

¢“(3) CERTAIN TAXPAYERS WITH LARGE NUMBER OF EX-
EMPTIONS.—The Secretary may exclude from the ap-
plication of this section taxpayers in any tax rate
category having more than the number of exemptions
for that category determined by the Secretary.

‘(4) TAX TABLE INCOME DEFINED.—For purposes of
this section, the term ‘tax table income’ means ad-
justed gross income—

““(A) reduced by the sum of—
‘(i) the excess itemized deductions, and
‘“(ii) the direct charitable deduction, and
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‘“(B) increased (in the case of an individual to
whom section 63(e) applies) by the unused zero
bracket amount.

““(5) SECTION MAY BE APPLIED ON THE BASIS OF TAX-
ABLE INCOME.—The Secretary may provide that this
section shall be applied for any taxable year on the
basis of taxable income in lieu of tax table income.”
Subsec. (b). Pub. L. 99-514, §141(b)(1), struck out par.

(1) which read: ‘‘an individual to whom section 1301 (re-
lating to income averaging) applies for the taxable
year,” and redesignated pars. (2) and (3) as (1) and (2),
respectively.

1981—Subsec. (a)(1). Pub. L. 97-34, §101(b)(2)(B), in-
serted ‘“‘and which shall be in such form as he deter-
mines appropriate’ after ‘“‘Secretary’.

Subsec. (a)(4)(A). Pub. L. 97-34, §121(c)(3), substituted
“‘reduced by the sum of (i) the excess itemized deduc-
tions, and (ii) the direct charitable deduction’ for ‘‘re-
duced by the excess itemized deductions”.

Subsec. (a)(5). Pub. L. 97-34, §101(b)(2)(C), added par.
(5).

Subsec. (b)(1). Pub. L. 97-34, §101(c)(2)(A), substituted
‘‘an individual to whom section 1301 (relating to income
averaging) applies for the taxable year’ for ‘‘an indi-
vidual to whom (A) section 1301 (relating to income
averaging), or (B) section 1348 (relating to maximum
rate on personal service income), applies for the tax-
able year”.

1980—Subsec. (b)(1). Pub. L. 96222 redesignated sub-
pars. (B) and (C) as (A) and (B), respectively, and struck
out former subpar. (A) which made reference to section
911 (relating to earned income from sources without the
United States).

1978—Subsec. (b)(1). Pub. L. 95-600 struck out subpar.
(B) which related to the alternative capital gains tax
under section 1201 of this title, and redesignated sub-
pars. (C) and (D) as (B) and (C), respectively.

1977—Pub. L. 95-30 struck out ‘‘having taxable income
of less than $20,000” after ‘‘individuals’ in section
catchline.

Subsec. (a). Pub. L. 95-30 designated existing provi-
sions as par. (1), substituted ‘‘tax table income’ for
‘‘taxable income’ and ‘‘does not exceed the ceiling
amount” for ‘‘does not exceed $20,000’, and added pars.
(2) to (D).

Subsecs. (b) to (e). Pub. L. 95-30 added subsec. (b), re-
designated former subsec. (b) as (¢), and added subsecs.
(d) and (e).

1976—Pub. L. 94-455 designated existing provisions as
subsec. (a), substituted provision relating to taxable in-
come for such year does not exceed $20,000 for provision
relating to adjusted gross income for such year is less
than $15,000 and who has elected for such year to pay
the tax imposed by this section, struck out ‘‘or his
delegate’ after ‘‘Secretary’, ‘‘beginning after Dec. 31,
1969 after ‘‘each taxable year’’, struck out provision
requiring computation of taxable income by using
standard deduction, and added subsec. (b).

1975—Pub. L. 94-12 substituted ‘$15,000 for ‘‘$10,000"".

1969—Pub. L. 91-172 raised the individual gross in-
come limit of $5,000 to $10,000 for exercising the option
and substituted provision that the tax has to be deter-
mined under tables to be prescribed by the Secretary or
his delegate for tables of tax rates for single persons,
heads of household, married persons filing joint re-
turns, married persons filing separate returns with 10
per cent standard deduction and married persons filing
separate returns with minimum standard deduction.

1964—Pub. L. 88-272 substituted optional tax tables
covering five categories for taxable years beginning on
or after Jan. 1, 1964, and before Jan. 1, 1965, and for
years beginning after Dec. 31, 1964, for a single general
table.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to taxable
years beginning after Dec. 31, 1986, see section 151(a) of
Pub. L. 99-514, set out as a note under section 1 of this
title.
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EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by section 101(c)(2)(A) of Pub. L. 97-34 ap-
plicable to taxable years beginning after Dec. 31, 1981,
see section 101(f)(1) of Pub. L. 97-34, set out as a note
under section 1 of this title.

Amendment by section 121(c)(3) of Pub. L. 97-34 appli-
cable to contributions made after Dec. 31, 1981, in tax-
able years beginning after such date, see section 121(d)
of Pub. L. 97-34, set out as a note under section 170 of
this title.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 108(a)(2) of Pub. L. 96-222 provided that:

‘““(A) IN GENERAL.—Except as provided in subpara-
graph (B), the amendments made by paragraph (1)
[amending this section and sections 119, 911, and 913 of
this title] shall take effect as if included in the Foreign
Earned Income Act of 1978 [Pub. L. 95-615].

‘“(B) PARAGRAPH (1)(E).—The amendment made by
paragraph (1)(E) [amending this section] shall apply to
taxable years beginning after December 31, 1978.”

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by section 401(b)(1) of Pub. L. 95-600 ap-
plicable to taxable years beginning after Dec. 31, 1978,
see section 401(c) of Pub. L. 95-600, set out as a note
under section 1201 of this title.

EFFECTIVE DATE OF 1977 AMENDMENT

Amendment by Pub. L. 95-30 applicable to taxable
years beginning after Dec. 31, 1976, see section 106(a) of
Pub. L. 95-30, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1976 AMENDMENT

Section 508 of Pub. L. 94-455 provided that: ‘‘Except as
otherwise provided, the amendments made by this title
[enacting section 44A, amending this section and sec-
tions 36, 37, 41, 42, 46, 50A, 104, 144, 213, 217, 904, 1211,
1304, 3402, 6014, and 6096, enacting provisions set out as
notes under sections 105, 8022, and repealing sections 4
and 214 of this title] shall apply to taxable years begin-
ning after December 31, 1975.”

EFFECTIVE AND TERMINATION DATES OF 1975
AMENDMENT

Section 209(a) of Pub. L. 94-12, as amended by Pub. L.
94-164, §2(e), Dec. 23, 1975, 89 Stat. 972, provided that:
“The amendments made by sections 201, 202(a), and 203
[enacting section 42 of this title and amending this sec-
tion and sections 56, 141, 6012, and 6096 of this title]
shall apply to taxable years ending after December 31,
1974. The amendments made by sections 201(a) and
202(a) [amending section 141 of this title] shall cease to
apply to taxable years ending after December 31, 1975;
those made by sections 201(b), 201(c), and 203 [enacting
section 42 of this title and amending this section and
sections 56, 6012, and 6096 of this title] shall cease to
apply to taxable years ending after December 31, 1976.”

EFFECTIVE DATE OF 1969 AMENDMENT

Amendment by Pub. L. 91-172 applicable to taxable
years beginning after Dec. 31, 1969, see section 803(f) of
Pub. L. 91-172, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1964 AMENDMENT

Section 301(c) of Pub. L. 88-272, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
“Except for purposes of section 21 of the Internal Reve-
nue Code of 1986 [formerly I.R.C. 1954] (relating to effect
of changes in rates during a taxable year), the amend-
ments made by this section [amending this section and
sections 4 and 6014 of this title] shall apply to taxable
years beginning after December 31, 1963.”

CROSS REFERENCES

Income tax return, tax not computed by taxpayer, see
section 6014 of this title.
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Personal exemptions, see section 151 et seq. of this
title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 891 of this title.

[§ 4. Repealed. Pub. L. 94-455, title V, §501(b)(1),
Oct. 4, 1976, 90 Stat. 1558]

Section, acts Aug. 16, 1954, ch. 736, 68A Stat. 10; Feb.
26, 1964, Pub. L. 88-272, title II, §232(f)(1), title III,
§301(b)(1), (3), 78 Stat. 111, 140; Dec. 30, 1969, Pub. L.
91-172, title VIII, §802(c)(1)—(3), 83 Stat. 677, 678; Dec. 10,
1971, Pub. L. 92-178, title III, §301(b), 85 Stat. 520, relat-
ed to rules for optional tax.

EFFECTIVE DATE OF REPEAL

Repeal applicable to taxable years beginning after
Dec. 31, 1975, see section 508 of Pub. L. 94-455, set out as
an Effective Date of 1976 Amendment note under sec-
tion 3 of this title.

§5. Cross references relating to tax on individ-
uals

(a) Other rates of tax on individuals, etc.

(1) For rates of tax on nonresident aliens, see sec-
tion 871.

(2) For doubling of tax on citizens of certain for-
eign countries, see section 891.

(3) For rate of withholding in the case of non-
resident aliens, see section 1441.

(4) For alternative minimum tax, see section 55.

(b) Special limitations on tax

(1) For limitation on tax in case of income of mem-
bers of Armed Forces on death, see section 692.

(2) For computation of tax where taxpayer re-
stores substantial amount held under claim of right,
see section 1341.

(Aug. 16, 1954, ch. 736, 68A Stat. 10; Feb. 26, 1964,
Pub. L. 88-272, title II, §232(f)(2), 78 Stat. 111;
Dec. 30, 1969, Pub. L. 91-172, title III, §301(b)(2),
title VIII, §803(d)(6), 83 Stat. 585, 684; Oct. 4, 1976,
Pub. L. 94455, title XIX, §§1901(b)(22)(B),
1951(c)(3)(A), 90 Stat. 1798, 1841; Nov. 6, 1978, Pub.
L. 95-600, title IV, §§401(b)(2), 421(e)(1), 92 Stat.
2867, 2875; Apr. 1, 1980, Pub. L. 96-222, title I,
§104(a)(4)(H)(vii), 94 Stat. 218; Sept. 3, 1982, Pub.
L. 97-248, title II, §201(d)(4), formerly §201(c)(4),
96 Stat. 419, renumbered §201(d)(4), Jan. 12, 1983,
Pub. L. 97-448, title III, §306(a)(1)(A)({), 96 Stat.
2400; Oct. 22, 1986, Pub. L. 99-514, title I,
§141(b)(2), title VII, §701(e)(4)(A), 100 Stat. 2117,
2343.)

AMENDMENTS

1986—Subsec. (a)(4). Pub. L. 99-514, §701(e)(4)(A),
amended par. (4) generally, substituting ‘‘alternative
minimum tax’ for ‘“‘minimum tax for taxpayers other
than corporations’.

Subsec. (b)(2), (3). Pub. L. 99-514, §141(b)(2), struck out
par. (2) which read: ‘“‘For limitation on tax where an in-
dividual chooses the benefits of income averaging, see
section 1301.” and redesignated former par. (3) as (2).

1982—Subsec. (a)(4). Pub. L. 97-248, §201(d)(4), for-
merly §201(c)(4), substituted ‘‘section 55’ for ‘‘sections
55 and 56”°.

1980—Subsec. (a)(4). Pub. L. 96-222 substituted ‘‘sec-
tions 55 and 56 for ‘‘section 55°°.

1978—Subsec. (a)(3). Pub. L. 95-600, §401(b)(2), redesig-
nated par. (4) as (3). Former par. (3), relating to the al-
ternative tax in the case of capital gains, was struck
out.

Subsec. (a)(4), (5). Pub. L. 95-600, §§401(b)(2), 421(e)(1),
redesignated par. (5) as (4) and substituted ‘‘taxpayers
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other than corporations, see section 55’ for ‘‘pref-
erences, see section 56’. Former par. (4) redesignated
3).

1976—Subsec. (b). Pub. L. 94-455 redesignated pars. (2),
(3), and (4), as (1), (2), (3), respectively, and struck out
former par. (1) which referred to section 632 for limita-
tion on tax attributable to sales of 0il or gas properties
and par. (6) which referred to section 1347 for limitation
on tax attributable to claims against the U.S. involving
acquisition of property.

1969—Subsec. (a)(5). Pub. L. 91-172, §301(b)(2), added
par. (5).

Subsec. (b). Pub. L. 91-172, §803(d)(6),
“tax” for ‘‘surtax’’ in pars. (1) and (5).

1964—Subsec. (b). Pub. L. 88-272 redesignated pars. (2),
(3), (4), (7) and (8) as pars. (1) to (b), respectively, sub-
stituted ‘““where an individual chooses the benefits of
income averaging’’ for ‘‘with respect to compensation
for longterm services’ in par. (3), and struck out
former pars. (1), (5) and (6) which referred to tax attrib-
utable to receipt of lump sum under annuity, endow-
ment, or life insurance contract, to income from artis-
tic work or inventions, and to back pay, respectively.

substituted

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 141(b)(2) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
see section 151(a) of Pub. L. 99-514, set out as a note
under section 1 of this title.

Amendment by section 701(e)(4)(A) of Pub. L. 99-514
applicable to taxable years beginning after Dec. 31,
1986, with certain exceptions and qualifications, see
section 701(f) of Pub. L. 99-514, set out as an Effective
Date note under section 55 of this title.

EFFECTIVE DATE OF 1982 AMENDMENT

Section 201(e)(1) of Pub. L. 97-248 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 46, 53, 55, 56, 57, 58, 173, 174, 511, 616,
617, 897, 901, 936, 1016, 6015, 6362, 6654, and 7701 of this
title] shall apply to taxable years beginning after De-
cember 31, 1982.”’

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96-222 effective, except as
otherwise provided, as if it had been included in the
provisions of the Revenue Act of 1978, Pub. L. 95-600, to
which such amendment relates, see section 201 of Pub.
L. 96-222, set out as a note under section 32 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by section 401(b)(2) of Pub. L. 95-600 ap-
plicable to taxable years beginning after Dec. 31, 1978,
see section 401(c) of Pub. L. 95-600, set out as a note
under section 1201 of this title.

Section 421(g) of Pub. L. 95-600 provided that: ‘“The
amendments made by this section [enacting section 55
of this title and amending this section and sections 57,
58, 443, 511, 666, 871, 877, 904, 6015, 6362, and 6654 of this
title] shall apply to taxable years beginning after De-
cember 31, 1978, except that the amendment made by
paragraph (1) of subsection (b) [amending section 57 of
this title] shall apply to sales and exchanges made after
July 26, 1978, in taxable years ending after such date.”

EFFECTIVE DATE OF 1969 AMENDMENT

Section 301(c) of Pub. L. 91-172, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
“The amendments made by this section [enacting sec-
tions 56 to 58 of this title and amending this section
and sections 12, 46, 51, 443, 453, 511, 901, 1373, 1375, 6015,
and 6654 of this title] shall apply to taxable years end-
ing after December 31, 1969. In the case of a taxable
year beginning in 1969 and ending in 1970, the tax im-
posed by section 56 of the Internal Revenue Code of 1986
[formerly I.R.C. 1954] (as added by subsection (a)) shall
be an amount equal to the tax imposed by such section
(determined without regard to this sentence) multi-
plied by a fraction—
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‘(1) the numerator of which is the number of days

in the taxable year occurring after December 31, 1969,

and

‘“(2) the denominator of which is the number of
days in the entire taxable year.”

Amendment by section 803(d)(6) of Pub. L. 91-172 ap-
plicable to taxable years beginning after Dec. 31, 1970,
see section 803(f) of Pub. L. 91-172, set out as a note
under section 1 of this title.

EFFECTIVE DATE OF 1964 AMENDMENT

Section 232(g) of Pub. L. 88-272, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:

‘(1) GENERAL RULE.—Except as provided in paragraph
(2), the amendments made by this section [enacting
sections 1301 to 1305, amending this section and sec-
tions 4, 72, 144, 402, 403, 6511, and omitting former sec-
tions 1301 to 1307 of this title] shall apply with respect
to taxable years beginning after December 31, 1963.

‘(2) INCOME FROM AN EMPLOYMENT.—If, in a taxable
year beginning after December 31, 1963, an individual or
partnership receives or accrues compensation from an
employment (as defined by section 1301(b) of the Inter-
nal Revenue Code of 1986 [formerly I.R.C. 1954] as in ef-
fect immediately before the enactment of this Act
[Feb. 26, 1964] and the employment began before Feb-
ruary 6, 1963, the tax attributable to such compensation
may, at the election of the taxpayer, be computed
under the provisions of sections 1301 and 1307 of such
Code as in effect immediately before the enactment of
this Act. If a taxpayer so elects (at such time and in
such manner as the Secretary of the Treasury or his
delegate by regulations prescribes), he may not choose
for such taxable year the benefits provided by part I of
subchapter Q of chapter 1 of such Code (relating to in-
come averaging) as amended by this Act and (if he
elects to have subsection (e) of such section 1307 apply)
section 170(b)(5) of such Code as amended by this Act
shall not apply to charitable contributions paid in such
taxable year.”

APPLICABILITY OF CERTAIN AMENDMENTS BY PUB. L.
99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section
701(e)(4)(A) of Pub. L. 99-514 notwithstanding any trea-
ty obligation of the United States in effect on Oct. 22,
1986, see section 1012(aa)(2) of Pub. L. 100-647, set out as
a note under section 861 of this title.

PART II—TAX ON CORPORATIONS

Sec.
11. Tax imposed.
12. Cross references relating to tax on corpora-

tions.

§11. Tax imposed

(a) Corporations in general

A tax is hereby imposed for each taxable year
on the taxable income of every corporation.

(b) Amount of tax
(1) In general

The amount of the tax imposed by sub-
section (a) shall be the sum of—

(A) 15 percent of so much of the taxable in-
come as does not exceed $50,000,

(B) 25 percent of so much of the taxable in-
come as exceeds $50,000 but does not exceed
$75,000,

(C) 34 percent of so much of the taxable in-
come as exceeds $75,000 but does not exceed
$10,000,000, and

(D) 35 percent of so much of the taxable in-
come as exceeds $10,000,000.
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In the case of a corporation which has taxable
income in excess of $100,000 for any taxable
year, the amount of tax determined under the
preceding sentence for such taxable year shall
be increased by the lesser of (i) b percent of
such excess, or (ii) $11,750. In the case of a cor-
poration which has taxable income in excess of
$15,000,000, the amount of the tax determined
under the foregoing provisions of this para-
graph shall be increased by an additional
amount equal to the lesser of (i) 3 percent of
such excess, or (ii) $100,000.

(2) Certain personal service corporations not
eligible for graduated rates

Notwithstanding paragraph (1), the amount
of the tax imposed by subsection (a) on the
taxable income of a qualified personal service
corporation (as defined in section 448(d)(2))
shall be equal to 35 percent of the taxable in-
come.

(c) Exceptions

Subsection (a) shall not apply to a corporation
subject to a tax imposed by—

(1) section 594 (relating to mutual savings
banks conducting life insurance business),

(2) subchapter L (sec. 801 and following, re-
lating to insurance companies), or

(3) subchapter M (sec. 851 and following, re-
lating to regulated investment companies and
real estate investment trusts).

(d) Foreign corporations

In the case of a foreign corporation, the taxes
imposed by subsection (a) and section 55 shall
apply only as provided by section 882.

(Aug. 16, 1954, ch. 736, 68A Stat. 11; Mar. 30, 1955,
ch. 18, §2, 69 Stat. 14; Mar. 29, 1956, ch. 115, §2, 70
Stat. 66; Mar. 29, 1957, Pub. L. 85-12, §2, 71 Stat.
9; June 30, 1958, Pub. L. 856-475, §2, 72 Stat. 259;
June 30, 1959, Pub. L. 86-75, §2, 73 Stat. 157; June
30, 1960, Pub. L. 86-564, title II, §201, 74 Stat. 290;
Sept. 14, 1960, Pub. L. 86-779, §10(d), 74 Stat. 1009;
June 30, 1961, Pub. L. 87-72, §2, 75 Stat. 193; June
28, 1962, Pub. L. 87-508, §2, 76 Stat. 114; June 29,
1963, Pub. L. 88-52, §2, 77 Stat. 72; Feb. 26, 1964,
Pub. L. 88-272, title I, §121, 78 Stat. 25; Nov. 13,
1966, Pub. L. 89-809, title I, §104(b)(2), 80 Stat.
1557; Dec. 30, 1969, Pub. L. 91-172, title IV,
§401(b)(2)(B), 83 Stat. 602; Mar. 29, 1975, Pub. L.
94-12, title III, §303(a), (b), 89 Stat. 44; Dec. 23,
1975, Pub. L. 94-164, §4(a)-(c), 89 Stat. 973, 974;
Oct. 4, 1976, Pub. L. 94-455, title IX, §901(a), 90
Stat. 1606; May 23, 1977, Pub. L. 95-30, title II,
§201(1), (2), 91 Stat. 141; Nov. 6, 1978, Pub. L.
95-600, title III, §301(a), 92 Stat. 2820; Aug. 13,
1981, Pub. L. 97-34, title II, §231(a), 95 Stat. 249;
July 18, 1984, Pub. L. 98-369, div. A, title I, §66(a),
98 Stat. 585; Oct. 22, 1986, Pub. L. 99-514, title VI,
§601(a), 100 Stat. 2249; Dec. 22, 1987, Pub. L.
100-203, title X, §10224(a), 101 Stat. 1330-412; Nov.
10, 1988, Pub. L. 100-647, title I, §1007(g)(13)(B),
102 Stat. 3436; Aug. 10, 1993, Pub. L. 103-66, title
XIII, §13221(a), (b), 107 Stat. 477.)

AMENDMENTS

1993—Subsec. (b)(1). Pub. L. 103-66, §13221(a)(3), in-
serted at end of closing provisions ‘‘In the case of a cor-
poration which has taxable income in excess of
$15,000,000, the amount of the tax determined under the
foregoing provisions of this paragraph shall be in-
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creased by an additional amount equal to the lesser of
(i) 3 percent of such excess, or (ii) $100,000.”

Subsec. (b)(1)(C), (D). Pub. L. 103-66, §13221(a)(1), (2),
added subpars. (C) and (D) and struck out former sub-
par. (C) which read as follows: ‘‘34 percent of so much
of the taxable income as exceeds $75,000.”

Subsec. (b)(2). Pub. L. 103-66, §13221(b), substituted
¢35 percent’’ for ‘‘34 percent’’.

1988—Subsec. (d). Pub. L. 100-647 substituted ‘‘the
taxes imposed by subsection (a) and section 55 for
‘‘the tax imposed by subsection (a)’’.

1987—Subsec. (b). Pub. L. 100-203 amended subsec. (b)
generally. Prior to amendment, subsec. (b) read as fol-
lows: ‘““The amount of the tax imposed by subsection (a)
shall be the sum of—

‘(1) 15 percent of so much of the taxable income as
does not exceed $50,000,

‘(2) 25 percent of so much of the taxable income as
exceeds $50,000 but does not exceed $75,000, and

““(3) 34 percent of so much of the taxable income as
exceeds $75,000.

In the case of a corporation which has taxable income
in excess of $100,000 for any taxable year, the amount of
tax determined under the preceding sentence for such
taxable year shall be increased by the lesser of (A) 5
percent of such excess, or (B) $11,750.”

1986—Subsec. (b). Pub. L. 99-514 amended subsec. (b)
generally. Prior to amendment, subsec. (b) read as fol-
lows: ““The amount of the tax imposed by subsection (a)
shall be the sum of—

‘(1) 15 percent (16 percent for taxable years begin-
ning in 1982) of so much of the taxable income as does
not exceed $25,000;

‘“(2) 18 percent (19 percent for taxable years begin-
ning in 1982) of so much of the taxable income as ex-
ceeds $25,000 but does not exceed $50,000;

“(3) 30 percent of so much of the taxable income as
exceeds $50,000 but does not exceed $75,000;

‘“(4) 40 percent of so much of the taxable income as
exceeds $75,000 but does not exceed $100,000; plus

‘“(5) 46 percent of so much of the taxable income as
exceeds $100,000.

In the case of a corporation with taxable income in ex-
cess of $1,000,000 for any taxable year, the amount of
tax determined under the preceding sentence for such
taxable year shall be increased by the lesser of (A) 5
percent of such excess, or (B) $20,250.”

1984—Subsec. (b). Pub. L. 98-369 inserted ‘‘In the case
of a corporation with taxable income in excess of
$1,000,000 for any taxable year, the amount of tax deter-
mined under the preceding sentence for such taxable
year shall be increased by the lesser of (A) 5 percent of
such excess, or (B) $20,250.”’

1981—Subsec. (b)(1). Pub. L. 97-34, §231(a)(1), sub-
stituted ‘15 percent (16 percent for taxable years begin-
ning in 1982)” for ‘17 percent’’.

Subsec. (b)(2). Pub. L. 97-34, §231(a)(2), substituted ‘18
percent (19 percent for taxable years beginning in 1982)"’
for ‘20 percent’’.

1978—Pub. L. 95-600 reduced corporate tax rates by
substituting provisions imposing a five-step tax rate
structure on corporate taxable income for provisions
using a normal tax and surtax approach to the taxation
of corporate taxable income.

1977—Subsec. (b)(1). Pub. L. 95-30, §201(1), substituted
“‘December 31, 1978 for ‘‘December 31, 1977"".

Subsec. (b)(2). Pub. L. 95-30, §201(1), substituted ‘‘Jan-
uary 1, 1979 for ‘‘January 1, 1978’ in provisions preced-
ing subpar. (A).

Subsec. (d)(1). Pub. L. 95-30, §201(2), substituted ‘‘De-
cember 31, 1978” for ‘‘December 31, 1977,

Subsec. (d)(2). Pub. L. 95-30, §201(2), substituted ‘‘Jan-
uary 1, 1979 for ‘“‘January 1, 1978”.

1976—Subsec. (a). Pub. L. 94-455 reenacted subsec. (a)
without change.

Subsec. (b). Pub. L. 94-455, among other changes, sub-
stituted ‘‘December 31, 1977, 22 percent’’ for ‘‘December
31, 1976, 22 percent’ and ‘‘after December 31, 1974 and
before January 1, 1978 for ‘‘after December 31, 1974 and
before January 1, 1977’ and struck out provisions relat-
ing to the six-month application of the general rule.
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Subsec. (¢). Pub. L. 94-455 struck out provisions relat-
ing to the special rule for 1976 for calendar year tax-
payers.

Subsec. (d). Pub. L. 94455, among other changes, sub-
stituted provisions relating to surtax exemption of
$25,000 for a taxable year ending Dec. 31, 1977, or $50,000
for a taxable year ending after Dec. 31, 1974, and before
Jan. 1, 1978, for provisions relating to surtax exemption
of $50,000 for any taxable year and struck out provisions
relating to six-month application of the general rule.

1975—Subsec. (b). Pub. L. 94-164 redesignated existing
pars. (1) and (2) as pars. (1)(A) and (1)(B), and in par.
(1)(A) as so redesignated substituted ‘‘after December
31, 1976 for ‘‘before January 1, 1975 or after December
31, 19757, and in par. (1)(B) as so redesignated sub-
stituted ‘“‘January 1, 1977 for ‘“‘January 1, 1976”°, and
added par. (2).

Pub. L. 94-12, §303(a), reduced the normal tax for a
taxable year ending after Dec. 31, 1974, and before Jan.
1, 1976, to 20 percent of so much of the taxable income
as does not exceed $25,000 plus 22 percent of so much of
the taxable income as exceeds $25,000.

Subsec. (¢). Pub. L. 94-164 designated existing provi-
sions as par. (1), struck out special percentages for tax-
able years beginning before Jan. 1, 1964, and after Dec.
31, 1963 and before Jan. 1, 1965, and added par. (2).

Subsec. (d). Pub. L. 94-164 designated existing provi-
sions as par. (1), substituted ‘‘$50,000” for ‘$25,000”’, in-
serted reference to section 1564 of this title, and added
par. (2).

Pub. L.
¢‘$25,000"".

1969—Subsec. (d). Pub. L. 91-172 substituted ‘‘section
1561 or 1564 for ‘‘section 1561”’.

1966—Subsec. (e)(4). Pub. L. 89-809, §104(b)(2)(A),
struck out par. (4) which made reference to section
881(a) (relating to foreign corporations not engaged in
business in United States).

Subsec. (f). Pub. L. 89-809, §104(b)(2)(B), added subsec.
.

1964—Subsec. (b). Pub. L. 88-272 applied the 30 percent
tax to years beginning before Jan. 1, 1964 instead of
July 1, 1964 in par. (1), and in par. (2), reduced the rate
from 25 percent to 22 percent, and applied it to years
beginning after Dec. 31, 1963, instead of June 30, 1964.

Subsec. (c). Pub. L. 88-272 increased the percentage
from 22 to 28 for taxable years beginning after Dec. 31,
1963, and before Jan. 1, 1965, and to 26 percent for tax-
able years beginning after Dec. 31, 1964. The surtax ex-
emption previously carried in subsec. (¢), is now stated
in subsec. (d).

Subsecs. (d), (e). Pub. L. 88-272 added subsec. (d) and
redesignated former subsec. (d) as (e).

1963—Subsec. (b). Pub. L. 88-52 substituted ‘“‘July 1,
1964 for “‘July 1, 1963 and ‘‘June 30, 1964 for ‘‘June 30,
1963’ wherever appearing.

1962—Subsec. (b). Pub. L. 87-508 substituted ‘‘July 1,
1963 for ‘‘July 1, 1962 and ‘‘June 30, 1963’ for ‘‘June 30,
1962’ wherever appearing.

1961—Subsec. (b). Pub. L. 87-72 substituted ‘“July 1,
1962” for “‘July 1, 1961 and ‘‘June 30, 1962’ for ‘‘June 30,
1961’ wherever appearing.

1960—Subsec. (b). Pub. L. 86-564 substituted ‘“‘July 1,
1961” for “‘July 1, 1960 and ‘‘June 30, 1961’ for ‘‘June 30,
1960’ wherever appearing.

Subsec. (d)(3). Pub. L. 86-779 inserted ‘‘and real estate
investment trusts’’ after ‘‘regulated investment compa-
nies”.

1959—Subsec. (b). Pub. L. 86-75 substituted ‘‘July 1,
1960”° for “‘July 1, 1959’ and ‘‘June 30, 1960’ for ‘‘June 30,
1959’ wherever appearing.

1958—Subsec. (b). Pub. L. 85-475 substituted ‘“July 1,
1959 for “‘July 1, 1958’° and ‘‘June 30, 1959’ for ‘‘June 30,
1958’ wherever appearing.

1957—Subsec. (b). Pub. L. 85-12 substituted ‘‘July 1,
1958 for ‘‘April 1, 1957 and ‘“‘June 30, 1958 for ‘“‘March
31, 1957’ wherever appearing.

1956—Subsec. (b). Act Mar. 29, 1956, substituted ‘‘April
1, 1957 for ‘““‘April 1, 1956 and ‘‘March 31, 1957 for
““March 31, 1956’ wherever appearing.

94-12, §303(b), substituted $50,000” for

TITLE 26—INTERNAL REVENUE CODE

§11

1955—Subsec. (b). Act Mar. 30, 1955, substituted ‘‘April
1, 1956 for ‘‘April 1, 1955 and ‘‘March 31, 1956 for
“March 31, 1955’ wherever appearing.

EFFECTIVE DATE OF 1993 AMENDMENT

Section 13221(d) of Pub. L. 103-66 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 852, 1201, and 1445 of this title] shall
apply to taxable years beginning on or after January 1,
1993; except that the amendment made by subsection
(c)(3) [amending section 1445 of this title] shall take ef-
fect on the date of the enactment of this Act [Aug. 10,
1993].”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1987 AMENDMENT

Section 10224(b) of Pub. L. 100-203 provided that: “The
amendment made by subsection (a) [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1987.”

EFFECTIVE DATE OF 1986 AMENDMENT

Section 601(b) of Pub. L. 99-514 provided that:

‘(1) IN GENERAL.—The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning on or after July 1, 1987.

¢“(2) CROSS REFERENCE.—

“For treatment of taxable years which include
July 1, 1987, see section 15 of the Internal Revenue
Code of 1986.”

EFFECTIVE DATE OF 1984 AMENDMENT

Section 66(c) of Pub. L. 98-369, as amended by Pub. L.
99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending this section and section 1561 of this
title] shall apply to taxable years beginning after De-
cember 31, 1983.

¢“(2) AMENDMENTS NOT TREATED AS CHANGED IN RATE OF
TAX.—The amendments made by this subsection [prob-
ably should be ‘‘section’] shall not be treated as a
change in a rate of tax for purposes of section 21 of the
Internal Revenue Code of 1986 [formerly I.R.C. 1954].”

EFFECTIVE DATE OF 1981 AMENDMENT

Section 231(c) of Pub. L. 97-34 provided that: ‘“The
amendments made by subsection (a) [amending this
section] shall apply to taxable years beginning after
December 31, 1981.”"

EFFECTIVE DATE OF 1978 AMENDMENT

Section 301(c) of Pub. L. 95-600 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 12, 57, 244, 247, 511, 527, 528, 802, 821,
826, 852, 857, 882, 907, 922, 962, 1351, 1551, 1561, 6154, and
6655 of this title] shall apply to taxable years beginning
after December 31, 1978.”

EFFECTIVE DATE OF 1976 AMENDMENT

Section 901(d) of Pub. L. 94-455 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall take effect on December 23, 1975. The amend-
ments made by subsection (b) [amending section 821 of
this title] shall apply to taxable years ending after De-
cember 31, 1974. The amendments made by subsection
(c) [amending sections 21, 1561, and 6154 of this title]
shall apply to taxable years ending after December 31,
1975.”

EFFECTIVE AND TERMINATION DATES OF 1975
AMENDMENTS

Section 4(e) of Pub. L. 94-164 provided that: ‘“The
amendments made by subsections (b), (¢), and (d)
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[amending this section and sections 21, 962, and 1561 of
this title] apply to taxable years beginning after De-
cember 31, 1975. The amendment made by subsection (c)
[amending this section] ceases to apply for taxable
years beginning after December 31, 1976.”

Section 305(b)(1) of Pub. L. 94-12 provided that: ‘“The
amendments made by section 303 [amending this sec-
tion and sections 12, 962, and 1561 of this title and en-
acting provisions set out as a note under this section]
shall apply to taxable years ending after December 31,
1974. The amendments made by subsections (b) and (c¢)
of such section [amending this section and sections 12,
962, and 1561 of this title and enacting provisions set
out as a note under this section] shall cease to apply
for taxable years ending after December 31, 1975.”’

EFFECTIVE DATE OF 1969 AMENDMENT

Amendment by Pub. L. 91-172 applicable with respect
to taxable years beginning after Dec. 31, 1969, see sec-
tion 401(h)(2) of Pub. L. 91-172, set out as a note under
section 1561 of this title.

EFFECTIVE DATE OF 1966 AMENDMENT

Section 104(n) of Pub. L. 89-809 provided that: “The
amendments made by this section (other than sub-
section (k)) [enacting section 6683 to this title and
amending this section and sections 245, 301, 512, 542, 543,
545, 819, 821, 822, 831, 832, 841, 842, 881, 832, 884, 952, 953,
1249, 1442, and 6016 of this title] shall apply with respect
to taxable years beginning after December 31, 1966. The
amendment made by subsection (k) [amending section
1248(d)(4) of this title] shall apply with respect to sales
or exchanges occurring after December 31, 1966.”

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment by Pub. L. 88-272, except for purposes of
section 21 of this title, effective with respect to taxable
years beginning after Dec. 31, 1963, see section 131 of
Pub. L. 88-272, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1960 AMENDMENT

Amendment by Pub. L. 86-779 applicable with respect
to taxable years of real estate investment trusts begin-
ning after Dec. 31, 1960, see section 10(k) of Pub. L.
86-779, set out as an Effective Date note under section
856 of this title.

ALLOCATION OF 1975 TAXABLE INCOME AMONG COMPO-
NENT MEMBERS OF CONTROLLED GROUP OF CORPORA-
TIONS

Section 303(c)(1) of Pub. L. 94-12 provided in part
that: “‘In applying subsection (b)(2) of section 11 [sub-
sec. (b)(2) of this section], the first $25,000 of taxable in-
come and the second $25,000 of taxable income shall
each be allocated among the component members of a
controlled group of corporations in the same manner as
the surtax exemption is allocated.”

CROSS REFERENCES

Computation of taxable income, see section 61 et seq.
of this title.
Corporate distributions and adjustments, see section
301 et seq. of this title.
Deduction for dividends paid, see section 561 et seq. of
this title.
Definitions—
Corporation, see section 7701 of this title.
Taxable income, see section 63 of this title.
Effect of change of rate of tax, see section 15 of this
title.
Exempt corporations, see section 501 of this title.
Imposition of net income taxes by State on income
derived from interstate commerce, see section 381 et
seq. of Title 15, Commerce and Trade.
Special deductions for corporations, see section 241 et
seq. of this title.
Tax on—
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Foreign corporations not engaged in business in
United States, see section 881 of this title.

Resident foreign corporations as provided in this
section, see section 882 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 15, 59, 80, 244,
247, 280C, 453A, 460, 468B, 511, 527, 594, 774, 801, 804, 831,
835, 847, 852, 857, 860E, 860G, 860K, 882, 891, 904, 907, 954,
962, 1201, 1291, 1293, 1351, 1374, 1375, 1381, 1446, 1551, 1561,
4942, 6033, 6242, 6425, 6655, 7518 of this title; title 46 App.
section 1177.

§ 12. Cross references relating to tax on corpora-
tions

(1) For tax on the unrelated business income of
certain charitable and other corporations exempt
from tax under this chapter, see section 511.

(2) For accumulated earnings tax and personal
holding company tax, see parts I and II of sub-
chapter G (sec. 531 and following).

(3) For doubling of tax on corporations of certain
foreign countries, see section 891.

(4) For alternative tax in case of capital gains, see
section 1201(a).

(5) For rate of withholding in case of foreign cor-
porations, see section 1442,

(6) For limitation on benefits of graduated rate
schedule provided in section 11(b), see section 1551.

(7) For alternative minimum tax, see section 55.

(Aug. 16, 1954, ch. 736, 68A Stat. 11; Feb. 26, 1964,
Pub. L. 88-272, title II, §234(b)(4), 78 Stat. 115;
Dec. 30, 1969, Pub. L. 91-172, title III, §301(b)(3),
83 Stat. 585; Mar. 29, 1975, Pub. L. 94-12, title III,
§303(c)(2), 89 Stat. 44; Nov. 6, 1978, Pub. L. 95-600,
title III, §301(b)(1), 92 Stat. 2820; July 18, 1984,
Pub. L. 98-369, div. A, title I, §474(r)(29)(E), 98
Stat. 844; Oct. 22, 1986, Pub. L. 99-514, title VII,
§701(e)(4)(B), 100 Stat. 2343.)

AMENDMENTS

1986—Par. (7). Pub. L. 99-514 amended par. (7) gener-
ally, substituting ‘‘alternative minimum tax’’ and ‘55’
for “minimum tax for tax preferences’” and ‘56", re-
spectively.

1984—Pars. (6) to (8). Pub. L. 98-369 redesignated pars.
(7) and (8) as (6) and (7), respectively. Former par. (6),
which referred to section 1451 for withholding of tax on
tax-free covenant bonds, was struck out.

1978—Par. (7). Pub. L. 95-600 substituted ‘‘benefits of
graduated rate schedule provided in section 11(b)” for
“the $25,000 exemption from surtax provided in section
11(c)”.

1975—Par. (7). Pub. L. 94-12 substituted ‘‘$50,000*" for
€“$25,000”’ for a limited period. See Effective and Termi-
nation Dates of 1975 Amendment note set out below.

1969—Par. (8). Pub. L. 91-172 added par. (8).

1964—Par. (8). Pub. L. 88-272 struck out par. (8) which
referred to section 1503 for additional tax for corpora-
tions filing consolidated returns.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to taxable
years beginning after Dec. 31, 1986, with certain excep-
tions and qualifications, see section 701(f) of Pub. L.
99-514, set out as an Effective Date note under section
55 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98-369 not applicable with re-
spect to obligations issued before Jan. 1, 1984, see sec-
tion 475(b) of Pub. L. 98-369, set out as a note under sec-
tion 33 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Amendment by Pub. L. 95-600 applicable to taxable
years beginning after Dec. 31, 1978, see section 301(c) of
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Pub. L. 95-600, set out as a note under section 11 of this
title.

EFFECTIVE AND TERMINATION DATES OF 1975
AMENDMENT

Amendment by Pub. L. 94-12 applicable to taxable
years ending after Dec. 31, 1974, but to cease to apply
for taxable years ending after Dec. 31, 1975, see section
305(b)(1) of Pub. L. 94-12, set out as a note under section
11 of this title.

EFFECTIVE DATE OF 1969 AMENDMENT

Amendment by Pub. L. 91-172 applicable to taxable
years ending after Dec. 31, 1969, see section 301(c) of
Pub. L. 91-172, set out as a note under section 5 of this
title.

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment by Pub. L. 88-272 applicable to taxable
years beginning after Dec. 31, 1963, see section 234(c) of
Pub. L. 88-272, set out as a note under section 1503 of
this title.

APPLICABILITY OF CERTAIN AMENDMENTS BY PUBLIC
LAW 99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by Pub. L. 99-514 not-
withstanding any treaty obligation of the United
States in effect on Oct. 22, 1986, see section 1012(aa)(2)
of Pub. L. 100-647, set out as a note under section 861 of
this title.

PART III—CHANGES IN RATES DURING A
TAXABLE YEAR

Sec.
15. Effect of changes.

AMENDMENTS

1984—Pub. L. 98-369, div. A, title IV, §474(b)(3), July
18, 1984, 98 Stat. 830, substituted ‘‘15. Effect of changes’’
for ‘21. Effect of changes”’.

§15. Effect of changes
(a) General rule

If any rate of tax imposed by this chapter
changes, and if the taxable year includes the ef-
fective date of the change (unless that date is
the first day of the taxable year), then—

(1) tentative taxes shall be computed by ap-
plying the rate for the period before the effec-
tive date of the change, and the rate for the
period on and after such date, to the taxable
income for the entire taxable year; and

(2) the tax for such taxable year shall be the
sum of that proportion of each tentative tax
which the number of days in each period bears
to the number of days in the entire taxable
year.

(b) Repeal of tax

For purposes of subsection (a)—

(1) if a tax is repealed, the repeal shall be
considered a change of rate; and

(2) the rate for the period after the repeal
shall be zero.

(c) Effective date of change

For purposes of subsections (a) and (b)—

(1) if the rate changes for taxable years ‘‘be-
ginning after’” or ‘‘ending after’” a certain
date, the following day shall be considered the
effective date of the change; and

(2) if a rate changes for taxable years ‘‘be-
ginning on or after’” a certain date, that date
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shall be considered the effective date of the
change.

(d) Section not to apply to inflation adjustments

This section shall not apply to any change in
rates under subsection (f) of section 1 (relating
to adjustments in tax tables so that inflation
will not result in tax increases).

(e) References to highest rate

If the change referred to in subsection (a) in-
volves a change in the highest rate of tax im-
posed by section 1 or 11(b), any reference in this
chapter to such highest rate (other than in a
provision imposing a tax by reference to such
rate) shall be treated as a reference to the
weighted average of the highest rates before and
after the change determined on the basis of the
respective portions of the taxable year before
the date of the change and on or after the date
of the change.

(Aug. 16, 1954, ch. 736, 68A Stat. 12, §21; Feb. 26,
1964, Pub. L. 88-272, title I, §132, 78 Stat. 30; Dec.
30, 1969, Pub. L. 91-172, title VIII, §803(e), 83 Stat.
685; Dec. 10, 1971, Pub. L. 92-178, title II, §205, 85
Stat. 511; Mar. 29, 1975, Pub. L. 94-12, title III,
§305(b)(2), 89 Stat. 45; Dec. 23, 1975, Pub. L.
94-164, §4(d)(2), 89 Stat. 975; Oct. 4, 1976, Pub. L.
94-455, title IX, §901(c)(2), 90 Stat. 1607; May 23,
1977, Pub. L. 95-30, title I, §101(d)(2), 91 Stat. 133;
Nov. 6, 1978, Pub. L. 95-600, title I, §106, 92 Stat.
2776; Aug. 13, 1981, Pub. L. 97-34, title I,
§101(d)(3), 95 Stat. 184; renumbered §15, July 18,
1984, Pub. L. 98-369, div. A, title IV, §474(b)(1), 98
Stat. 830; Oct. 22, 1986, Pub. L. 99-514, title I,
§101(b), 100 Stat. 2099; Nov. 10, 1988, Pub. L.
100-647, title I, §1006(a), 102 Stat. 3393.)

AMENDMENTS

1988—Subsec. (e). Pub. L. 100-647 added subsec. (e).

1986—Subsec. (d). Pub. L. 99-514 amended subsec. (d)
generally, substituting ‘“‘apply to inflation adjust-
ments’’ for ‘“‘apply to section 1 rate changes made by
Economic Recovery Tax Act of 1981 in heading and
struck out ‘‘section 1 attributable to the amendments
made by section 101 of the Economic Tax Act of 1981
or’’ before ‘‘subsection (f)”’ in text.

1984—Pub. L. 98-369 renumbered section 21 of this
title as this section.

1981—Subsec. (d). Pub. L. 97-34 substituted provisions
that this section shall not apply to any change in rates
under section 1 attributable to the amendments made
by section 101 of the Economic Recovery Tax Act of
1981 or subsec. (f) of section 1 for provisions that had re-
lated to the changes made by section 303(b) of the Tax
Reduction Act of 1975 in the surtax exemption.

Subsecs. (e), (f). Pub. L. 97-34 struck out subsecs. (e)
and (f) which had related, respectively, to changes
made by the Tax Reduction and Simplification Act of
1977 and to changes made by Revenue Act of 1978.

1978—Subsec. (f). Pub. L. 95-600 added subsec. (f).

1977—Subsec. (d). Pub. L. 95-30, §101(d)(2)(A), (B), re-
designated subsec. (f) as (d). Former subsec. (d), which
directed that, in applying subsec. (a) to a taxable year
of an individual which was not a calendar year, each
change made by the Tax Reform Act of 1969 in part I or
in the application of part IV or V of subchapter B for
purposes of the determination of taxable income should
be treated as a change in a rate of tax, was struck out.

Subsec. (e). Pub. L. 95-30, §101(d)(2)(A), (C), added sub-
sec. (e). Former subsec. (e), which directed that, in ap-
plying subsec. (a) to a taxable year of an individual
which was not a calendar year, each change made by
the Revenue Act of 1971 in section 141 (relating to the
standard deduction) and section 151 (relating to per-
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sonal exemptions) should be treated as a change in a
rate of tax, was struck out.

Subsec. (f). Pub. L. 95-30, §101(d)(2)(B), redesignated
subsec. (f) as (d).

1976—Subsec. (f). Pub. L. 94-455 substituted ‘“‘in the
surtax exemption and any change under section 11(d) in
the surtax exemption’” for ‘‘and the change made by
section 3(c) of the Revenue Adjustment Act of 1975 in
section 11(d) (relating to corporate surtax exemption)’.

1975—Subsec. (f). Pub. L. 94-164 inserted reference to
change made by section 3(c) of the Revenue Adjustment
Act of 1975.

Pub. L. 94-12 added subsec. (f).

1971—Subsec. (e). Pub. L. 92-178 added subsec. (e).

1969—Subsec. (d). Pub. L. 91-172 substituted provi-
sions covering changes made by the Tax Reform Act of
1969 in case of individuals for provisions covering
changes made by Revenue Act of 1964.

1964—Subsec. (d). Pub. L. 88-272 amended subsection
generally by substituting provisions relating to
changes made by the Revenue Act of 1964, for provi-
sions relating to taxable years beginning before Jan. 1,
1954, and ending after Dec. 31, 1953.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to taxable
years beginning after Dec. 31, 1986, see section 151(a) of
Pub. L. 99-514, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable to taxable
years beginning after Dec. 31, 1981, see section 101(f)(1)
of Pub. L. 97-34, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1977 AMENDMENT

Amendment by Pub. L. 95-30 applicable to taxable
years beginning after Dec. 31, 1976, see section 106(a) of
Pub. L. 95-30, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94-455 applicable with respect
to taxable years ending after Dec. 31, 1975, see section
901(d) of Pub. L. 94-455, set out as a note under section
11 of this title.

EFFECTIVE DATE OF 1975 AMENDMENT

Amendment by Pub. L. 94-164 applicable to taxable
years beginning after Dec. 31, 1975, see section 4(e) of
Pub. L. 94-164, set out as an Effective and Termination
Dates of 1975 Amendments note under section 11 of this
title.

EFFECTIVE DATE OF 1964 AMENDMENT

Section 132 of Pub. L. 88-272 provided that the amend-
ment made by that section is effective with respect to
taxable years ending after Dec. 31, 1963.

COORDINATION OF 1997 AMENDMENT WITH SECTION 15

Pub. L. 105-34, title I, §1(c), Aug. 5, 1997, 111 Stat. 788,
provided that: “No amendment made by this Act [see
Tables for classification] shall be treated as a change in
a rate of tax for purposes of section 15 of the Internal
Revenue Code of 1986.”

COORDINATION OF 1993 AMENDMENT WITH SECTION 15

Pub. L. 103-66, title XIII, §13001(c), Aug. 10, 1993, 107
Stat. 416, provided that: ‘‘Except in the case of the
amendments made by section 13221 [amending sections
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11, 852, 1201, and 1445 of this title] (relating to corporate
rate increase), no amendment made by this chapter
[chapter 1 (§§13001-13444) of title XIII of Pub. L. 103-66,
see Tables for classification] shall be treated as a
change in a rate of tax for purposes of section 15 of the
Internal Revenue Code of 1986.”

COORDINATION OF 1990 AMENDMENT WITH SECTION 15

Pub. L. 101-508, title XI, §11001(c), Nov. 5, 1990, 104
Stat. 1388-400, provided that: ‘‘Except as otherwise ex-
pressly provided in this title, no amendment made by
this title [see Tables for classification] shall be treated
as a change in a rate of tax for purposes of section 15
of the Internal Revenue Code of 1986."”

COORDINATION OF 1987 AMENDMENT WITH SECTION 15

Pub. L. 100-203, title X, §10000(c), Dec. 22, 1987, 101
Stat. 1330-382, provided that: ‘“‘No amendment made by
this title [see Tables for classification] shall be treated
as a change in a rate of tax for purposes [of] section 15
of the Internal Revenue Code of 1986.”

COORDINATION OF 1986 AMENDMENT WITH SECTION 15

Section 3(b) of Pub. L. 99-514 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
for purposes of section 15 of the Internal Revenue Code
of 1986, no amendment or repeal made by this Act [see
Tables for classification] shall be treated as a change in
the rate of a tax imposed by chapter 1 of such Code.

‘(2) EXCEPTION.—Paragraph (1) shall not apply to the
amendment made by section 601 [amending section 11
of this title] (relating to corporate rate reductions).”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 59A, 441, 6013 of
this title.

PART IV—CREDITS AGAINST TAX

Subpart

A. Nonrefundable personal credits.

B Other credits.

C. Refundable credits.

D. Business-related credits.

E Rules for computing investment credit.

F Rules for computing work opportunity credit.

G Credit against regular tax for prior year min-
imum tax liability.!

AMENDMENTS

1996—Pub. L. 104-188, title I, §§1201(e)(3),
1601(b)(2)(F)(ii), Aug. 20, 1996, 110 Stat. 1772, 1833, sub-
stituted ‘‘Other credits’ for ‘‘Foreign tax credit, etc.”
in item for subpart B and ‘“‘work opportunity credit”
for ‘‘targeted jobs credit” in item for subpart F.

1990—Pub. L. 101-508, title XI, §11813(b)(26), Nov. 5,
1990, 104 Stat. 1388-555, substituted ‘‘Rules for comput-
ing investment credit’’ for ‘‘Rules for computing credit
for investment in certain depreciable property’’ in item
for subpart E.

1984—Pub. L. 98-369, div. A, title IV, §§471(a), 474(n)(3),
July 18, 1984, 98 Stat. 825, 834, substituted ‘‘Nonrefund-
able personal credits’ for ‘“‘Credits allowable’ in item
for subpart A, ‘“Foreign tax credit, etc’’ for ‘‘Rules for
computing credit for investment in certain depreciable
property’ in item for subpart B, ‘‘Refundable credits’’
for ““‘Rules for computing credit for expense of work in-
centive programs’ in item for subpart C, and ‘‘Busi-
ness-related credits’” for ‘‘Rules for computing credit
for employment of certain new employees’ in item for
subpart D, and added items for subparts E and F.

1977—Pub. L. 95-30, title II, §202(d)(1)(B), May 23, 1977,
91 Stat. 147, added subpart D.

1971—Pub. L. 92-178, title VI, §601(c)(1), Dec. 10, 1971,
85 Stat. 557, added subpart C.

PART REFERRED TO IN OTHER SECTIONS

This part is referred to in sections 665, 1374, 1375,
1397E, 1398, 1503, 6096, 6425, 6654, 6655, 6682 of this title.

1Editorially supplied. Subpart G of part IV added by Pub. L.
99-514 without corresponding amendment of part analysis.
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SUBPART A—NONREFUNDABLE PERSONAL

CREDITS

Sec.

21. Expenses for household and dependent care
services necessary for gainful employment.

22. Credit for the elderly and the permanently
and totally disabled.

23. Adoption expenses.

24. Child tax credit.

25. Interest on certain home mortgages.

25A. Higher education tuition and related ex-
penses.!

26. Limitation based on tax liability; definition

of tax liability.
AMENDMENTS

1997—Pub. L. 105-34, title I, §101(d)(3), title II, §201(e),
Aug. 5, 1997, 111 Stat. 799, 806, added items 24 and 25A.

1996—Pub. L. 104-188, title I, §1807(c)(6), Aug. 20, 1996,
110 Stat. 1902, added item 23.

1990—Pub. L. 101-508, title XI, §11801(b)(1), Nov. 5,
1990, 104 Stat. 1388-522, struck out item 23 ‘‘Residential
energy credit’’.

1986—Pub. L. 99-514, title I, §112(b)(5), Oct. 22, 1986, 100
Stat. 2109, struck out item 24 ‘“‘Contributions to can-
didates for public office’.

1984—Pub. L. 98-369, div. A, title IV, §§471(b), 612(f),
July 18, 1984, 98 Stat. 826, 913, substituted ‘‘Nonrefund-
able Personal Credits” for ‘‘Credits Allowable’’ as sub-
part A heading, struck out analysis of sections 31
through 45 formerly comprising subpart A, and inserted
a new analysis of sections consisting of items 21 (for-
merly 44A), 22 (formerly 37), 23 (formerly 44C), 24 (for-
merly 41), and 25 and 26 (newly enacted).

1983—Pub. L. 98-67 repealed amendments made by
Pub. L. 97-248. See 1982 Amendment note below.

Pub. L. 98-21, title I, §122(c)(7), Apr. 20, 1983, 97 Stat.
87, inserted ‘‘and the permanently and totally disabled”’
to item 37.

Pub. L. 97-424, title V, §515(b)(6)(D), Jan. 6, 1983, 96
Stat. 2181, substituted ‘‘and special fuels’ for *‘, special
fuels, and lubricating o0il”’ after ‘‘gasoline’ in item 39.

Pub. L. 97414, §4(c)(1), Jan. 4, 1983, 96 Stat. 2056,
added item 44H.

1982—Pub. L. 97-248, title III, §§307(b)(3), 308(a), Sept.
3, 1982, 96 Stat. 590, 591, provided that, applicable to
payments of interest, dividends, and patronage divi-
dends paid or credited after June 30, 1983, item 31 is
amended to read ‘‘Tax withheld on wages, interest,
dividends, and patronage dividends’. Section 102(a), (b)
of Pub. L. 98-67, title I, Aug. 5, 1983, 97 Stat. 369, re-
pealed subtitle A (§§301-308) of title IIT of Pub. L. 97-248
as of the close of June 30, 1983, and provided that the
Internal Revenue Code of 1954 [now 1986] [this title]
shall be applied and administered (subject to certain
exceptions) as if such subtitle A (and the amendments
made by such subtitle A) had not been enacted.

1981—Pub. L. 97-34, title II, §221(c)(2), title III,
§331(e)(2), Aug. 13, 1981, 95 Stat. 247, 295, added items
44F and 44G.

1980—Pub. L. 96-223, title II, §§231(b)(1), 232(b)(3)(B),
Apr. 2, 1980, 94 Stat. 272, 276, added items 44D and 44E.

1978—Pub. L. 95618, title I, §101(b)(1), Nov. 9, 1978, 92
Stat. 3179, added item 44C.

1977—Pub. L. 95-30, title I, §101(e)(1), title II,
§202(d)(1)(A), May 23, 1977, 91 Stat. 134, 147, added item
44B and struck out item 36 ‘‘Credit not allowed to indi-
viduals taking standard deduction”.

1976—Pub. L. 94-455, title IV, §401(a)(2)(D), title V,
§§501(c)(2), 503(b)(5), 504(a)(2), title XIX, §1901(b)(1)(Z),
Oct. 4, 1976, 90 Stat. 1555, 1559, 1562, 1565, 1792, sub-
stituted in item 42 ‘‘General tax credit” for ‘‘Taxable
income credit’’, struck out in item 36 ‘‘pay optional tax
or’”’, inserted in item 33 ‘‘possession tax credit’’, sub-
stituted in item 37 “‘Credit of the elderly” for ‘‘Retire-
ment income”’, added item 44A, and struck out item 35

180 in original. Does not conform to section catchline.
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“Partially tax-exempt interest received by individ-
uals’.

1975—Pub. L. 94-164, §3(a)(2), Dec. 23, 1975, 89 Stat. 973,
substituted ‘‘Taxable income credit’” for ‘‘Credit for
personal exemptions” in item 42.

Pub. L. 94-12, title II, §§203(b)(1), 204(c), 208(d)(1), Mar.
29, 1975, 89 Stat. 30, 32, 35, renumbered item 42 as 45 and
added item 42 applicable to taxable years ending after
Dec. 31, 1974, but to cease to apply to taxable years end-
ing after Dec. 31, 1975, item 43 applicable to taxable
years beginning after Dec. 31, 1974, but before Jan. 1,
1976, and item 44.

1971—Pub. L. 92-178, title VI, §601(c)(2), Dec. 10, 1971,
85 Stat. 557, added items 40 and 41, and redesignated
former item 40 as 42.

1970—Pub. L. 91-258, title II, §207(d)(10), May 21, 1970,
84 Stat. 249, inserted ‘¢, special fuels,” after ‘‘gasoline’’
in item 39.

1965—Pub. L. 89-44, title VIII, §809(d)(1), June 21, 1965,
79 Stat. 167, added item 39 and redesignated former
item 39 as 40.

1964—Pub. L. 88-272, title II, §201(d)(1), Feb. 26, 1964, 78
Stat. 32, struck out item 34.

1962—Pub. L. 87-834, §2(g)(1), (2), Oct. 16, 1962, 76 Stat.
972, 973, added headings of subparts A and B and item
38, and redesignated former item 38 as 39.

SUBPART REFERRED TO IN OTHER SECTIONS

This subpart is referred to in sections 29, 30, 38, 42, 49,
50, 53, 904, 1400C, 6401 of this title; title 12 section 1831q.

§21. Expenses for household and dependent care
services necessary for gainful employment

(a) Allowance of credit
(1) In general

In the case of an individual who maintains a
household which includes as a member one or
more qualifying individuals (as defined in sub-
section (b)(1)), there shall be allowed as a cred-
it against the tax imposed by this chapter for
the taxable year an amount equal to the appli-
cable percentage of the employment-related
expenses (as defined in subsection (b)(2)) paid
by such individual during the taxable year.

(2) Applicable percentage defined

For purposes of paragraph (1), the term ‘‘ap-
plicable percentage’ means 30 percent reduced
(but not below 20 percent) by 1 percentage
point for each $2,000 (or fraction thereof) by
which the taxpayer’s adjusted gross income
for the taxable year exceeds $10,000.

(b) Definitions of qualifying individual and em-
ployment-related expenses
For purposes of this section—
(1) Qualifying individual
The term ‘‘qualifying individual’’ means—

(A) a dependent of the taxpayer who is
under the age of 13 and with respect to whom
the taxpayer is entitled to a deduction under
section 151(c),

(B) a dependent of the taxpayer who is
physically or mentally incapable of caring
for himself, or

(C) the spouse of the taxpayer, if he is
physically or mentally incapable of caring
for himself.

(2) Employment-related expenses
(A) In general

The term ‘“‘employment-related expenses’
means amounts paid for the following ex-
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penses, but only if such expenses are in-
curred to enable the taxpayer to be gainfully
employed for any period for which there are
1 or more qualifying individuals with respect
to the taxpayer:
(i) expenses for household services, and
(ii) expenses for the care of a qualifying
individual.

Such term shall not include any amount
paid for services outside the taxpayer’s
household at a camp where the qualifying
individual stays overnight.

(B) Exception

Employment-related expenses described in
subparagraph (A) which are incurred for
services outside the taxpayer’s household
shall be taken into account only if incurred
for the care of—

(i) a qualifying individual described in
paragraph (1)(A), or

(ii) a qualifying individual (not described
in paragraph (1)(A)) who regularly spends
at least 8 hours each day in the taxpayer’s
household.

(C) Dependent care centers

Employment-related expenses described in
subparagraph (A) which are incurred for
services provided outside the taxpayer’s
household by a dependent care center (as de-
fined in subparagraph (D)) shall be taken
into account only if—

(i) such center complies with all applica-
ble laws and regulations of a State or unit
of local government, and

(ii) the requirements of subparagraph (B)
are met.

(D) Dependent care center defined

For purposes of this paragraph, the term
“‘dependent care center’” means any facility
which—

(i) provides care for more than six indi-
viduals (other than individuals who reside
at the facility), and

(ii) receives a fee, payment, or grant for
providing services for any of the individ-
uals (regardless of whether such facility is
operated for profit).

(c) Dollar limit on amount creditable

The amount of the employment-related ex-
penses incurred during any taxable year which
may be taken into account under subsection (a)
shall not exceed—

(1) $2,400 if there is 1 qualifying individual
with respect to the taxpayer for such taxable
year, or

(2) $4,800 if there are 2 or more qualifying in-
dividuals with respect to the taxpayer for such
taxable year.

The amount determined under paragraph (1) or
(2) (whichever is applicable) shall be reduced by
the aggregate amount excludable from gross in-
come under section 129 for the taxable year.
(d) Earned income limitation

(1) In general

Except as otherwise provided in this sub-
section, the amount of the employment-relat-

ed expenses incurred during any taxable year
which may be taken into account under sub-
section (a) shall not exceed—

(A) in the case of an individual who is not
married at the close of such year, such indi-
vidual’s earned income for such year, or

(B) in the case of an individual who is mar-
ried at the close of such year, the lesser of
such individual’s earned income or the
earned income of his spouse for such year.

(2) Special rule for spouse who is a student or
incapable of caring for himself

In the case of a spouse who is a student or a
qualifying individual described in subsection
(b)(1)(C), for purposes of paragraph (1), such
spouse shall be deemed for each month during
which such spouse is a full-time student at an
educational institution, or is such a qualifying
individual, to be gainfully employed and to
have earned income of not less than—

(A) $200 if subsection (c)(1) applies for the
taxable year, or

(B) $400 if subsection (c)(2) applies for the
taxable year.

In the case of any husband and wife, this para-
graph shall apply with respect to only one
spouse for any one month.

(e) Special rules

For purposes of this section—
(1) Maintaining household

An individual shall be treated as maintain-
ing a household for any period only if over half
the cost of maintaining the household for such
period is furnished by such individual (or, if
such individual is married during such period,
is furnished by such individual and his spouse).

(2) Married couples must file joint return

If the taxpayer is married at the close of the
taxable year, the credit shall be allowed under
subsection (a) only if the taxpayer and his
spouse file a joint return for the taxable year.

(3) Marital status

An individual legally separated from his
spouse under a decree of divorce or of separate
maintenance shall not be considered as mar-
ried.

(4) Certain married individuals living apart

If—
(A) an individual who is married and who
files a separate return—

(i) maintains as his home a household
which constitutes for more than one-half
of the taxable year the principal place of
abode of a qualifying individual, and

(ii) furnishes over half of the cost of
maintaining such household during the
taxable year, and

(B) during the last 6 months of such tax-
able year such individual’s spouse is not a
member of such household,

such individual shall not be considered as mar-

ried.

(5) Special dependency test in case of divorced
parents, etc.

If—
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(A) paragraph (2) or (4) of section 152(e) ap-
plies to any child with respect to any cal-
endar year, and

(B) such child is under the age of 13 or is
physically or mentally incapable of caring
for himself,

in the case of any taxable year beginning in
such calendar year, such child shall be treated
as a qualifying individual described in sub-
paragraph (A) or (B) of subsection (b)(1)
(whichever is appropriate) with respect to the
custodial parent (within the meaning of sec-
tion 152(e)(1)), and shall not be treated as a
qualifying individual with respect to the non-
custodial parent.

(6) Payments to related individuals

No credit shall be allowed under subsection
(a) for any amount paid by the taxpayer to an
individual—

(A) with respect to whom, for the taxable
year, a deduction under section 151(c) (relat-
ing to deduction for personal exemptions for
dependents) is allowable either to the tax-
payer or his spouse, or

(B) who is a child of the taxpayer (within
the meaning of section 151(c)(3)) who has not
attained the age of 19 at the close of the tax-
able year.

For purposes of this paragraph, the term ‘‘tax-
able year’” means the taxable year of the tax-
payer in which the service is performed.

(7) Student

The term ‘‘student” means an individual
who during each of 5 calendar months during
the taxable year is a full-time student at an
educational organization.

(8) Educational organization

The term ‘‘educational organization’ means
an educational organization described in sec-
tion 170(b)(1)(A)(ii).

(9) Identifying information required with re-
spect to service provider

No credit shall be allowed under subsection
(a) for any amount paid to any person unless—
(A) the name, address, and taxpayer iden-
tification number of such person are in-
cluded on the return claiming the credit, or
(B) if such person is an organization de-
scribed in section 501(c)(3) and exempt from
tax under section 501(a), the name and ad-
dress of such person are included on the re-
turn claiming the credit.

In the case of a failure to provide the informa-
tion required under the preceding sentence,
the preceding sentence shall not apply if it is
shown that the taxpayer exercised due dili-
gence in attempting to provide the informa-
tion so required.
(10) Identifying information required with re-
spect to qualifying individuals
No credit shall be allowed under this section
with respect to any qualifying individual un-
less the TIN of such individual is included on
the return claiming the credit.
(f) Regulations
The Secretary shall prescribe such regulations
as may be necessary to carry out the purposes of
this section.
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(Added Pub. L. 94-455, title V, §504(a)(1), Oct. 4,
1976, 90 Stat. 1563, §44A; amended Pub. L. 95-600,
title I, §121(a), Nov. 6, 1978, 92 Stat. 2779; Pub. L.
97-34, title I §124 (a)—(d), Aug. 13, 1981, 95 Stat.
197, 198; Pub. L. 98-21, title I, §122(c)(1), Apr. 20,
1983, 97 Stat. 87; renumbered §21 and amended
Pub. L. 98-369, div. A, title IV, §§423(c)(4), 471(c),
474(c), July 18, 1984, 98 Stat. 801, 826, 830; Pub. L.
99-514, title I, §104(b)(1), Oct. 22, 1986, 100 Stat.
2104; Pub. L. 100-203, title X, §10101(a), Dec. 22,
1987, 101 Stat. 1330-384; Pub. L. 100-485, title VII,
§703(a)-(c)(1), Oct. 13, 1988, 102 Stat. 2426, 2427,
Pub. L. 104-188, title I, §1615(b), Aug. 20, 1996, 110
Stat. 1853.)

PRIOR PROVISIONS

A prior section 21 was renumbered section 15 of this
title.

AMENDMENTS

1996—Subsec. (e)(10). Pub. L. 104-188 added par. (10).

1988—Subsec. (b)(1)(A). Pub. L. 100-485, §703(a), sub-
stituted ‘‘age of 13"’ for ‘‘age of 15”°.

Subsec. (c). Pub. L. 100-485, §703(b), inserted at end:
“The amount determined under paragraph (1) or (2)
(whichever is applicable) shall be reduced by the aggre-
gate amount excludable from gross income under sec-
tion 129 for the taxable year.”

Subsec. (e)(5)(B). Pub. L. 100-485, §703(a), substituted
‘‘age of 13" for ‘‘age of 15”°.

Subsec. (e)(9). Pub. L. 100-485, §703(c)(1), added par.

).

1987—Subsec. (b)(2)(A). Pub. L. 100-203 inserted at end
“‘Such term shall not include any amount paid for serv-
ices outside the taxpayer’s household at a camp where
the qualifying individual stays overnight.”’

1986—Subsecs. (b)(1)(A), (e)(6)(A). Pub. L. 99-514,
§104(b)(1)(A), substituted ‘‘section 151(c)”’ for ‘‘section
151(e)”’.

Subsec. (e)(6)(B). Pub. L. 99-514, §104(b)(1)(B), sub-
stituted ‘‘section 151(c)(3)”’ for ‘‘section 151(e)(3).

1984—Pub. L. 98-369, §471(c), renumbered section 44A
of this title as this section.

Subsec. (a)(1). Pub. L. 98-369, §474(c)(2), (3), sub-
stituted ‘‘subsection (b)(1)” for ‘‘subsection (c)(1)”’ and
‘‘subsection (b)(2)” for ‘‘subsection (c)(2)”.

Subsec. (b). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (¢c) as (b). Former subsec. (b), which provided
that the credit allowed by subsec. (a) could not exceed
the amount of the tax imposed by this chapter for the
taxable year reduced by the sum of the credits allow-
able under sections 33, 37, 38, 40, 41, 42, and 44, was
struck out.

Subsec. (c). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (d) as (¢). Former subsec. (¢) redesignated (b).

Subsec. (d). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (e) as (d). Former subsec. (d) redesignated (c).

Subsec. (d)(2). Pub. L. 98-369, §474(c)(4), substituted
“‘subsection (b)(1)(C)” for ‘‘subsection (c)(1)(C)” in in-
troductory provisions.

Subsec. (A)(2)(A). Pub. L. 98-369, §474(c)(5), substituted
‘‘subsection (¢)(1)”’ for ‘‘subsection (d)(1)”.

Subsec. (d)(2)(B). Pub. L. 98-369, §474(c)(6), substituted
‘“‘subsection (c)(2)” for ‘‘subsection (d)(2).

Subsec. (e). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (f) as (e). Former subsec. (e) redesignated (d).

Subsec. (e)(5). Pub. L. 98-369, §474(c)(7), substituted
‘‘subsection (b)(1)”’ for ‘‘subsection (c)(1)”’ in provisions
following subpar. (B).

Pub. L. 98-369, §423(c)(4), amended par. (5) generally,
substituting subpars. (A) and (B) reading:

““(A) paragraph (2) or (4) of section 152(e) applies to
any child with respect to any calendar year, and
‘(B) such child is under the age of 15 or is phys-
ically or mentally incapable of caring for himself,”
for former provisions:
‘“(A) a child (as defined in section 151(e)(3)) who is
under the age of 15 or who is physically or mentally
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incapable of caring for himself receives over half of

his support during the calendar year from his parents

who are divorced or legally separated under a decree

of divorce or separate maintenance or who are sepa-

rated under a written separation agreement, and

‘“(B) such child is in the custody of one or both of

his parents for more than one-half of the calendar

year.”
and substituted in concluding text ‘‘(whichever is ap-
propriate) with respect to the custodial parent (within
the meaning of section 152(e)(1)), and shall not be treat-
ed as a qualifying individual with respect to the non-
custodial parent’ for ‘‘, as the case may be, with re-
spect to that parent who has custody for a longer pe-
riod during such calendar year than the other parent,
and shall not be treated as being a qualifying individ-
ual with respect to such other parent.”

Subsecs. (f), (g). Pub. L. 98-369, §474(c)(1), redesig-
nated subsecs. (f) and (g) as (e) and (f), respectively.

1983—Subsec. (b)(2). Pub. L. 98-21 substituted ‘‘relat-
ing to credit for the elderly and the permanently and
totally disabled” for ‘‘relating to credit for the elder-
ly”.

1981—Subsec. (a). Pub. L. 97-34, §124(a), designated ex-
isting provisions as par. (1), substituted ‘‘the applicable
percentage’ for ‘20 percent’” in par. (1) as so des-
ignated, and added par. (2).

Subsec. (¢)(2)(B). Pub. L. 97-34, §124(c), designated ex-
isting provisions as cl. (i) and added cl. (ii).

Subsec. (¢)(2)(C), (D). Pub. L. 97-34, §124(d), added sub-
pars. (C) and (D).

Subsec. (d)(1). Pub. L. 97-34, §124(b)(1)(A), substituted
¢‘$2,400” for *$2,000"".

Subsec. (d)(2). Pub. L. 97-34, §124(b)(1)(B), substituted
‘$4,800” for ‘“$4,000"".

Subsec. (e)(2)(A). Pub. L. 97-34, §124(b)(2)(A), sub-
stituted ‘‘$200”" for ‘*$166"".
Subsec. (e)(2)(B). Pub. L. 97-34, §124(b)(2)(B), sub-

stituted ‘$400” for ‘‘$333"".

1978—Subsec. (f)(6). Pub. L. 95-600 substituted provi-
sion disallowing a credit for any amount paid by a tax-
payer to an individual with respect to whom, for the
taxable year, a deduction under section 151(e) is allow-
able either to the taxpayer or his spouse or who is a
child of the taxpayer who has not attained the age of
19 at the close of the taxpayer year and defining ‘‘tax-
payer year’’ for provision disallowing a credit for any
amount paid by the taxpayer to an individual bearing
a relationship described in section 1562(a)(1) through (8),
or a dependent described in section 152(a)(9), except
that a credit was allowed for an amount paid by a tax-
payer to an individual with respect to whom, for the
taxable year of the taxpayer in which the service was
performed, neither the taxpayer nor his spouse was en-
titled to a deduction under section 151(e), provided the
service constituted employment within the meaning of
section 3121(b).

EFFECTIVE DATE OF 1996 AMENDMENT

Section 1615(d) of Pub. L. 104-188 provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending this section and sections 151, 6109, 6213,
and 6724 of this title] shall apply with respect to re-
turns the due date for which (without regard to exten-
sions) is on or after the 30th day after the date of the
enactment of this Act [Aug. 20, 1996].

‘‘(2) SPECIAL RULE FOR 1995 AND 1996.—In the case of re-
turns for taxable years beginning in 1995 or 1996, a tax-
payer shall not be required by the amendments made
by this section to provide a taxpayer identification
number for a child who is born after October 31, 1995, in
the case of a taxable year beginning in 1995 or Novem-
ber 30, 1996, in the case of a taxable year beginning in
1996.”

EFFECTIVE DATE OF 1988 AMENDMENT

Section 703(d) of Pub. L. 100-485 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 129 and 6109 of this title] shall apply
to taxable years beginning after December 31, 1988.”
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EFFECTIVE DATE OF 1987 AMENDMENT

Section 10101(b) of Pub. L. 100-203, as amended by
Pub. L. 100-647, title II, §2004(a), Nov. 10, 1988, 102 Stat.
3598, provided that:

‘(1) IN GENERAL.—The amendment made by sub-
section (a) [amending this section] shall apply to ex-
penses paid in taxable years beginning after December
31, 1987.

‘(2) SPECIAL RULE FOR CAFETERIA PLANS.—For pur-
poses of section 125 of the Internal Revenue Code of
1986, a plan shall not be treated as failing to be a cafe-
teria plan solely because under the plan a participant
elected before January 1, 1988, to receive reimburse-
ment under the plan for dependent care assistance for
periods after December 31, 1987, and such assistance in-
cluded reimbursement for expenses at a camp where
the dependent stays overnight.”

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to taxable
yvears beginning after Dec. 31, 1986, see section 151(a) of
Pub. L. 99-514, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 423(c)(4) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1984,
see section 423(d) of Pub. L. 98-369, set out as a note
under section 2 of this title.

Section 475(a) of Pub. L. 98-369 provided that: ‘“The
amendments made by this title [probably means sub-
title F (§§471-475) of title IV of Pub. L. 98-369, which en-
acted sections 25, 38, and 39 of this title, amended this
section and sections 12, 15, 22 to 24, 27 to 35, 37, 39 to 41,
44A, 44C to 44H, 45 to 48, 51, 52, 55, 56, 86, 87, 103, 108, 129,
168, 196, 213, 280C, 381, 383, 401, 404, 409, 441, 527, 642, 691,
874, 882, 901, 904, 936, 1016, 1033, 1351, 1366, 1374, 1375, 1441,
1442, 1451, 3507, 6013, 6096, 6201, 6211, 6213, 6362, 6401, 6411,
6420, 6421, 6427, 6501, 6511, 7701, 7871, 9502, and 9503 of this
title, repealed sections 38, 40, 44, 44B, 50A, 50B, and 53
of this title, and enacted provisions set out as notes
under sections 30, 33, 46, and 48 of this title] shall apply
to taxable years beginning after December 31, 1983, and
to carrybacks from such years.”’

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98-21 applicable to taxable
years beginning after Dec. 31, 1983, except that if an in-
dividual’s annuity starting date was deferred under sec-
tion 105(d)(6) of this title as in effect on the day before
Apr. 20, 1983, such deferral shall end on the first day of
such individual’s first taxable year beginning after Dec.
31, 1983, see section 122(d) of Pub. L. 98-21, set out as a
note under section 22 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 124(f) of Pub. L. 97-34 provided that:

‘(1) Except as provided in paragraph (2), the amend-
ments made by this section [amending this section and
enacting section 129 of this title] shall apply to taxable
years beginning after December 31, 1981.

‘“(2) The amendments made by subsection (e)(2)
[amending sections 3121, 3306, and 3401 of this title and
section 409 of Title 42, The Public Health and Welfare]
shall apply to remuneration paid after December 31,
1981.”

EFFECTIVE DATE OF 1978 AMENDMENT

Section 121(b) of Pub. L. 95-600 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1978.”

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1975, see section 508 of Pub. L. 94455, set out as
an Effective Date of 1976 Amendment note under sec-
tion 3 of this title.
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PROGRAM TO INCREASE PUBLIC AWARENESS

Pub. L. 101-508, title XI, §11114, Nov. 5, 1990, 104 Stat.
1388-414, provided that: ‘“Not later than the first cal-
endar year following the date of the enactment of this
subtitle [Nov. 5, 1990], the Secretary of the Treasury, or
the Secretary’s delegate, shall establish a taxpayer
awareness program to inform the taxpaying public of
the availability of the credit for dependent care al-
lowed under section 21 of the Internal Revenue Code of
1986 and the earned income credit and child health in-
surance under section 32 of such Code. Such public
awareness program shall be designed to assure that in-
dividuals who may be eligible are informed of the avail-
ability of such credit and filing procedures. The Sec-
retary shall use appropriate means of communication
to carry out the provisions of this section.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 23, 129, 213, 6213
of this title; title 7 section 2015.

§22. Credit for the elderly and the permanently
and totally disabled

(a) General rule

In the case of a qualified individual, there
shall be allowed as a credit against the tax im-
posed by this chapter for the taxable year an
amount equal to 15 percent of such individual’s
section 22 amount for such taxable year.

(b) Qualified individual

For purposes of this section, the term ‘‘quali-
fied individual” means any individual—
(1) who has attained age 65 before the close
of the taxable year, or
(2) who retired on disability before the close
of the taxable year and who, when he retired,
was permanently and totally disabled.

(¢) Section 22 amount
For purposes of subsection (a)—
(1) In general

An individual’s section 22 amount for the
taxable year shall be the applicable initial
amount determined under paragraph (2), re-
duced as provided in paragraph (3) and in sub-
section (d).

(2) Initial amount

(A) In general

Except as provided in subparagraph (B),
the initial amount shall be—

(i) $5,000 in the case of a single individ-
ual, or a joint return where only one
spouse is a qualified individual,

(ii) $7,500 in the case of a joint return
where both spouses are qualified individ-
uals, or

(iii) $3,750 in the case of a married indi-
vidual filing a separate return.

(B) Limitation in case of individuals who

have not attained age 65
(i) In general

In the case of a qualified individual who
has not attained age 65 before the close of
the taxable year, except as provided in
clause (ii), the initial amount shall not ex-
ceed the disability income for the taxable
year.

(ii) Special rules in case of joint return

In the case of a joint return where both
spouses are qualified individuals and at
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least one spouse has not attained age 65
before the close of the taxable year—

(I) if both spouses have not attained
age 65 before the close of the taxable
year, the initial amount shall not exceed
the sum of such spouses’ disability in-
come, or

(IT) if one spouse has attained age 65
before the close of the taxable year, the
initial amount shall not exceed the sum
of $5,000 plus the disability income for
the taxable year of the spouse who has
not attained age 65 before the close of
the taxable year.

(iii) Disability income
For purposes of this subparagraph, the
term ‘‘disability income’ means the aggre-
gate amount includable in the gross in-
come of the individual for the taxable year
under section 72 or 105(a) to the extent
such amount constitutes wages (or pay-
ments in lieu of wages) for the period dur-
ing which the individual is absent from
work on account of permanent and total
disability.
(3) Reduction
(A) In general

The reduction under this paragraph is an
amount equal to the sum of the amounts re-
ceived by the individual (or, in the case of a
joint return, by either spouse) as a pension
or annuity or as a disability benefit—

(i) which is excluded from gross income
and payable under—
(I) title II of the Social Security Act,
(IT) the Railroad Retirement Act of
1974, or
(ITI) a law administered by the Veter-
ans’ Administration, or

(ii) which is excluded from gross income
under any provision of law not contained
in this title.

No reduction shall be made under clause
(i)(IIT) for any amount described in section
104(a)(4).
(B) Treatment of certain workmen’s com-
pensation benefits

For purposes of subparagraph (A), any
amount treated as a social security benefit
under section 86(d)(3) shall be treated as a
disability benefit received under title II of
the Social Security Act.

(d) Adjusted gross income limitation

If the adjusted gross income of the taxpayer
exceeds—
(1) $7,500 in the case of a single individual,
(2) $10,000 in the case of a joint return, or
(3) $5,000 in the case of a married individual
filing a separate return,

the section 22 amount shall be reduced by one-
half of the excess of the adjusted gross income
over $7,500, $10,000, or $5,000, as the case may be.

(e) Definitions and special rules
For purposes of this section—
(1) Married couple must file joint return

Except in the case of a husband and wife who
live apart at all times during the taxable year,
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if the taxpayer is married at the close of the
taxable year, the credit provided by this sec-
tion shall be allowed only if the taxpayer and
his spouse file a joint return for the taxable
year.

(2) Marital status

Marital status shall be determined under
section 7703.

(3) Permanent and total disability defined

An individual is permanently and totally
disabled if he is unable to engage in any sub-
stantial gainful activity by reason of any
medically determinable physical or mental
impairment which can be expected to result in
death or which has lasted or can be expected
to last for a continuous period of not less than
12 months. An individual shall not be consid-
ered to be permanently and totally disabled
unless he furnishes proof of the existence
thereof in such form and manner, and at such
times, as the Secretary may require.

(f) Nonresident alien ineligible for credit

No credit shall be allowed under this section
to any nonresident alien.

(Aug. 16, 1954, ch. 736, 68A Stat. 15, §37; Aug. 9,
1955, ch. 659, §1, 69 Stat. 591; Jan. 28, 1956, ch. 17,
§1, 70 Stat. 8; Oct. 10, 1962, Pub. L. 87-792, §7(a),
76 Stat. 828; Oct. 24, 1962, Pub. L. 87-876, §1, 76
Stat. 1199; Feb. 26, 1964, Pub. L. 88-272, title I,
§113(a), title II, §§201(d)(3), 202(a), 78 Stat. 24, 32,
33; Sept. 2, 1974, Pub. L. 93-406, title II,
§2002(g)(1), 88 Stat. 968; Oct. 4, 1976, Pub. L.
94-455, title V, §503(a), title XIX, §1901(c)(1), 90
Stat. 1559, 1803; Nov. 6, 1978, Pub. L. 95-600, title
VII, §§701(a)(1)-(3), 703(j)(11), 92 Stat. 2897, 2942;
Apr. 1, 1980, Pub. L. 96-222, title 1,
§107(a)(1)(E)(1), 94 Stat. 222; Aug. 13, 1981, Pub. L.
97-34, title I, §111(b)(4), 95 Stat. 194; Apr. 20, 1983,
Pub. L. 98-21, title I, §122(a), 97 Stat. 85; renum-
bered §22 and amended July 18, 1984, Pub. L.
98-369, div. A, title IV, §§471(c), 474(d), 98 Stat.
826, 830; Oct. 22, 1986, Pub. L. 99-514, title XIII,
§1301(j)(8), 100 Stat. 2658.)

REFERENCES IN TEXT

The Social Security Act, referred to in subsec.
(©)B)(A){E)D), (B), is act Aug. 14, 1935, ch. 531, 49 Stat.
620, as amended. Title II of the Social Security Act is
classified generally to subchapter II (§401 et seq.) of
chapter 7 of Title 42, The Public Health and Welfare.
For complete classification of this Act to the Code, see
section 1305 of Title 42 and Tables.

The Railroad Retirement Act of 1974, referred to in
subsec. (¢)(3)(A)(A)(II), is act Aug. 29, 1935, ch. 812, as
amended generally by Pub. L. 93-445, title I, §101, Oct.
16, 1974, 88 Stat. 1305, which is classified generally to
subchapter IV (§231 et seq.) of chapter 9 of Title 45,
Railroads. For further details and complete classifica-
tion of this Act to the Code, see Codification note set
out preceding section 231 of Title 45, section 231t of
Title 45, and Tables.

AMENDMENTS

1986—Subsec. (e)(2). Pub. L. 99-514 substituted ‘‘sec-
tion 7703 for ‘‘section 143°.

1984—Pub. L. 98-369, §471(c), renumbered section 37 of
this title as this section.

Subsec. (a). Pub. L. 98-369, §474(d)(1), substituted
“‘section 22 amount” for ‘‘section 37 amount’’.

Subsec. (c). Pub. L. 98-369, §474(d)(2), substituted
“Section 22 amount” for ““‘Section 37 amount” in head-
ing.
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Subsec. (c)(1). Pub. L. 98-369, §474(d)(1), substituted
‘‘section 22 amount” for ‘‘section 37 amount’’.

Subsec. (d). Pub. L. 98-369, §474(d)(3), amended subsec.
(d) generally, striking out heading ‘“‘Limitations’ and
designation ‘(1) before ‘‘Adjusted gross income limi-
tation” thereby making existing par. (1) the entire sub-
sec. (d), redesignating existing subpars. (A), (B), and (C)
as pars. (1), (2), and (3), respectively, and striking out
provisions, formerly comprising par. (2), which had lim-
ited the amount of the credit allowed by this section
for the taxable year to the amount of the tax imposed
by this chapter for such taxable year.

1983—Pub. L. 98-21 inserted reference to permanently
and totally disabled in section catchline.

Subsec. (a). Pub. L. 98-21 amended subsec. (a) gener-
ally, substituting reference to a qualified individual for
reference to an individual who has attained the age of
65 before the close of the taxable year.

Subsec. (b). Pub. L. 98-21 in amending section gener-
ally added subsec. (b). Former subsec. (b) redesignated
(¢).

Subsec. (¢). Pub. L. 98-21 in amending section gener-
ally, redesignated former subsec. (b) as (¢) and, in (c) as
so redesignated, added par. (2) and struck out former
(2), which had provided that the initial amount was
$2,5600 in the case of a single individual, $2,500 in the
case of a joint return where only one spouse was eligi-
ble for the credit under subsection (a), $3,750 in the case
of a joint return where both spouses were eligible for
the credit under subsection (a), or $1,875 in the case of
a married individual filing a separate return, redesig-
nated existing provisions as par. (3)(A), inserted ‘‘bene-
fit” after ‘‘disability” therein, struck out former sub-
pars. (A) to (C), which had specified sources of amounts
received under title II of the Social Security Act, under
the Railroad Retirement Act of 1935 or 1937, or other-
wise excluded from gross income, added cls. (i) and (ii),
substituted provision that no reduction would be made
under cl. (i)(IIT) for any amount described in section
104(a)(4) for provision that no reduction would be made
under former par. (3) for any amount excluded from
gross income under section 72 (relating to annuities),
101 (relating to life insurance proceeds), 104 (relating to
compensation for injuries or sickness), 105 (relating to
amounts received under accident and health plans), 120
(relating to amounts received under qualified group
legal services plans), 402 (relating to taxability of bene-
ficiary of employees’ trust), 403 (relating to taxation of
employee annuities), or 405 (relating to qualified bond
purchase plans), and added subpar. (B). Former subsec.
(c) redesignated (d).

Subsec. (d). Pub. L. 98-21 in amending section gener-
ally redesignated former subsec. (¢) as (d). Former sub-
sec. (d) redesignated (e).

Subsec. (e). Pub. L. 98-21 in amending section gener-
ally, redesignated former subsec. (d) as (e) and struck
out provision that ‘‘joint return’” meant the joint re-
turn of a husband and wife made under section 6013 and
inserted provisions defining permanent and total dis-
ability. Former subsec. (e), which provided for an elec-
tion of prior law with respect to public retirement sys-
tem income, was struck out.

Subsec. (f). Pub. L. 98-21 reenacted subsec. (f) without
change.

1981—Subsec. (e)(9)(B). Pub. L. 97-34 substituted ‘‘sec-
tion 911(d)(2)” for ‘“‘section 911(b)”’.

1978—Subsec. (e)(2). Pub. L. 95-600, §701(a)(1), inserted
“‘(and whose gross income includes income described in
paragraph (4)(B))”’ after ‘“‘who has not attained age 65
before the close of the taxable year’.

Subsec. (e)(4)(B). Pub. L. 95-600, §701(a)(2), (3)(B), as
amended by Pub. L. 96-222, §107(a)(1)(E)(i), inserted
‘‘and who performed the services giving rise to the pen-
sion or annuity (or is the spouse of the individual who
performed the services)” after ‘‘before the close of the
taxable year’” and substituted reference to paragraph
(9)(A) for reference to paragraph (8)(A).

Subsec. (e)(5)(B). Pub. L. 95600, §701(a)(3)(C), as
amended by Pub. L. 96-222, §107(a)(1)(E)(i), substituted
reference to paragraph (9)(A) for reference to paragraph
®)(A).
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Subsec. (e)(8), (9). Pub. L. 95600, §701(a)(3)(A), as
amended by Pub. L. 96222, §107(a)(1)(E)(i), added par.
(8) and redesignated former par. (8) as (9).

1976—Pub. L. 94-455, §503(a), among other changes,
substituted ‘‘Credits for the elderly’ for ‘‘Retirement
income” in section catchline and in text substituted
provisions permitting taxpayers who have all types of
income to be eligible for the tax credit for provisions
permitting taxpayers who have only retirement income
to be eligible for the tax credit, eliminated provisions
requiring taxpayers to earn $600 for the previous ten
years for tax credit eligibility and provisions relating
variations in treatment of married couples, and in-
serted provisions broadening coverage of the tax credit
relief to low and middle income taxpayers.

Pub. L. 94-455, §1901(c)(1), purported to amend subsec.
(f) of this section by striking out ‘‘a Territory’’. The
amendment could not be executed in view of the prior
general amendment of this section by section 503(a) of
Pub. L. 94-455. Section 1901(c)(1) was repealed by sec-
tion 703(j)(11) of Pub. L. 95-600.

1974—Subsec. (¢c)(1)(E), (F). Pub. L. 93-406 inserted ref-
erence in subpar. (E) to retirement bonds described in
section 409 and added subpar. (F).

1964—Subsec. (a). Pub. L. 88-272, §§113(a), 201(d)(3),
substituted ‘‘an amount equal to 17 percent, in the case
of a taxable year beginning in 1964, or 15 percent, in the
case of a taxable year beginning after December 31,
1964, of the amount received by such individual as re-
tirement income (as defined in subsection (c) and as
limited by subsection (d));”’ for ‘‘an amount equal to
the amount received by such individual as retirement
income (as defined in subsection (¢) and as limited by
subsection (d)), multiplied by the rate provided in sec-
tion 1 for the first $2,000 of taxable income;”’, and
struck out ‘‘section 34 (relating to credit for dividends
received by individuals)’’, before ‘‘and section 35°.

Subsecs. (1), (j). Pub. L. 88-272, §202(a), added subsec.
(i) and redesignated former subsec. (i) as (j).

1962—Subsec. (¢)(1). Pub. L. 87-792 inserted provisions
in subpar. (A) requiring inclusion, in the case of an in-
dividual who is, or has been, an employee within the
meaning of section 401(c)(1), distributions by a trust de-
scribed in section 401(a) which is exempt from tax
under section 501(a), and added subpar. (E).

Subsec. (d). Pub. L. 87-876 increased the limit on re-
tirement income from $1,200 to $1,524, lowered the age
requirement in par. (2)(A) from 65 to 62, and substituted
provisions in par. (2)(B) which reduce the amount of re-
tirement income for individuals who reach age 62, by
one-half the amount of earned income in excess of
$1,200 but not in excess of $1,700, and by the amount re-
ceived over $1,700, for provisions which reduced such in-
come by the amount earned over $1,200 by persons hav-
ing reached age 65, and which defined income as in sub-
sec. (g) of this section.

1956—Subsec. (d)(2). Act Jan. 28, 1956, reduced from 75
to 72 the age at which there will be no limitation on
earned income and increased from $900 to $1,200 the
amount that an individual over 65 can earn without re-
ducing the $1,200 on which the retirement credit is com-
puted.

1955—Subsec. (f). Act Aug. 9, 1955, extended the retire-
ment income tax credit to members of the Armed
Forces.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to bonds is-
sued after Aug. 15, 1986, except as otherwise provided,
see sections 1311 to 1318 of Pub. L. 99-514, set out as an
Effective Date; Transitional Rules note under section
141 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(d) of Pub. L. 98-369 appli-
cable to taxable years beginning after Dec. 31, 1983, and
to carrybacks from such years, see section 475(a) of
Pub. L. 98-369, set out as a note under section 21 of this
title.
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EFFECTIVE DATE OF 1983 AMENDMENT

Section 122(d) of Pub. L. 98-21, as amended by Pub. L.
99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending sections 37 [now 22], 41 [now 24], 44A
[now 211, 46, 53, 85, 105, 128, 403, 415, 904, and 7871 of this
title] shall apply to taxable years beginning after De-
cember 31, 1983.

‘(2) TRANSITIONAL RULE.—If an individual’s annuity
starting date was deferred under section 105(d)(6) of the
Internal Revenue Code of 1986 [formerly I.R.C. 1954] (as
in effect on the day before the date of the enactment of
this section [Apr. 20, 1983]), such deferral shall end on
the first day of such individual’s first taxable year be-
ginning after December 31, 1983.”

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable with respect
to taxable years beginning after Dec. 31, 1981, see sec-
tion 115 of Pub. L. 97-34, set out as a note under section
911 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Section 701(a)(4) of Pub. L. 95-600 provided that:

““(A) The amendments made by paragraphs (1) and (2)
[amending this section] shall apply to taxable years be-
ginning after December 31, 1975.

‘(B) The amendments made by paragraph (3) [amend-
ing this section] shall apply to taxable years beginning
after December 31, 1977.”’

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94-455 applicable with respect
to taxable years beginning after Dec. 31, 1975, see sec-
tion 508 of Pub. L. 94455, set out as a note under sec-
tion 3 of this title.

EFFECTIVE DATE OF 1974 AMENDMENT

Amendment by Pub. L. 93-406 effective Jan. 1, 1974,
see section 2002(i)(2) of Pub. L. 93-406, set out as an Ef-
fective Date note under section 4973 of this title.

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment by section 113(a) of Pub. L. 88-272, except
for purposes of section 21 [now 15] of this title, effective
with respect to taxable years beginning after Dec. 31,
1963, see section 131 of Pub. L. 88-272, set out as a note
under section 1 of this title.

Section 201(e) of Pub. L. 88-272 provided that: ‘“The
amendments made by subsection (a) [amending section
34 of this title] shall apply with respect to taxable
years ending after December 31, 1963. The amendment
made by subsection (b) [repealing section 34 of this
title] shall apply with respect to taxable years ending
after December 31, 1964. The amendment made by sub-
section (c¢) [amending section 116 of this title] shall
apply with respect to taxable years beginning after De-
cember 31, 1963. The amendments made by subsection
(d) [amending sections 35, 37 [now 22], 46, 116, 584, 642,
702, 854, 857, 871, 1375, and 6014 of this title] shall apply
with respect to dividends received after December 31,
1964, in taxable years ending after such date”’.

Section 202(b) of Pub. L. 88-272 provided that: ‘“The
amendments made by subsection (a) [amending this
section] shall apply to taxable years beginning after
December 31, 1963.”’

EFFECTIVE DATE OF 1962 AMENDMENTS

Section 2 of Pub. L. 87-876 provided that: ‘‘The
amendment made by the first section of this Act
[amending this section] shall apply only to taxable
years ending after the date of the enactment of this
Act [Oct. 24, 1962].”

Section 8 of Pub. L. 87-792 provided that: ‘“The
amendments made by this Act [enacting sections 405
and 6047 of this title and amending sections 37 [now 22],
62, 72, 101, 104, 105, 172, 401 to 404, 503, 805, 1361, 2039, 2517,
3306, 3401 and 7207 of this title] shall apply to taxable
years beginning after December 31, 1962.”
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EFFECTIVE DATE OF 1956 AMENDMENT

Section 2 of act Jan. 28, 1956, provided that: ‘“The
amendment made by the first section of this Act
[amending this section] shall apply only with respect to
taxable years beginning after December 31, 1955.”’

EFFECTIVE DATE OF 1955 AMENDMENT

Section 2 of act Aug. 9, 1955, provided that: ‘“The
amendment made by this Act [amending this section]
shall be applicable to taxable years beginning after De-
cember 31, 1954.”

DETERMINATION OF RETIREMENT INCOME CREDIT UNDER
PROVISIONS AS THEY EXISTED PRIOR TO AMENDMENT
BY PUB. L. 94-455 ELECTION

Pub. L. 95-30, title IV, §403, May 23, 1977, 91 Stat. 155,
as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that: ‘“A taxpayer may elect (at such
time and in such manner as the Secretary of the Treas-
ury or his delegate shall prescribe) to determine the
amount of his credit under section 37 [now 22] of the In-
ternal Revenue Code of 1986 [formerly I.R.C. 1954] for
his first taxable year beginning in 1976 under the provi-
sions of such section as they existed before the amend-
ment made by section 503 of the Tax Reform Act of 1976
[Pub. L. 94-455].”

CROSS REFERENCES

Dividends received credit not allowed on distribu-
tions of electing small business corporations, see sec-
tion 1375 of this title.

Disallowance of credit where tax is computed by Sec-
retary or his delegate, see section 6014 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 32, 86, 151, 415
of this title.

§23. Adoption expenses

(a) Allowance of credit
(1) In general

In the case of an individual, there shall be
allowed as a credit against the tax imposed by
this chapter the amount of the qualified adop-
tion expenses paid or incurred by the tax-
payer.

(2) Year credit allowed

The credit under paragraph (1) with respect
to any expense shall be allowed—

(A) in the case of any expense paid or in-
curred before the taxable year in which such
adoption becomes final, for the taxable year
following the taxable year during which
such expense is paid or incurred, and

(B) in the case of an expense paid or in-
curred during or after the taxable year in
which such adoption becomes final, for the
taxable year in which such expense is paid or
incurred.

(b) Limitations

(1) Dollar limitation

The aggregate amount of qualified adoption
expenses which may be taken into account
under subsection (a) for all taxable years with
respect to the adoption of a child by the tax-
payer shall not exceed $5,000 ($6,000, in the case
of a child with special needs).
(2) Income limitation

(A) In general

The amount allowable as a credit under
subsection (a) for any taxable year shall be
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reduced (but not below zero) by an amount
which bears the same ratio to the amount so
allowable (determined without regard to this
paragraph but with regard to paragraph (1))
as—

(i) the amount (if any) by which the tax-
payer’s adjusted gross income exceeds
$75,000, bears to

(ii) $40,000.

(B) Determination of adjusted gross income

For purposes of subparagraph (A), adjusted
gross income shall be determined without
regard to sections 911, 931, and 933.

(3) Denial of double benefit
(A) In general

No credit shall be allowed under sub-
section (a) for any expense for which a de-
duction or credit is allowed under any other
provision of this chapter.

(B) Grants

No credit shall be allowed under sub-
section (a) for any expense to the extent
that funds for such expense are received
under any Federal, State, or local program.

(¢) Carryforwards of unused credit

If the credit allowable under subsection (a) for
any taxable year exceeds the limitation imposed
by section 26(a) for such taxable year reduced by
the sum of the credits allowable under this sub-
part (other than this section), such excess shall
be carried to the succeeding taxable year and
added to the credit allowable under subsection
(a) for such taxable year. No credit may be car-
ried forward under this subsection to any tax-
able year following the fifth taxable year after
the taxable year in which the credit arose. For
purposes of the preceding sentence, credits shall
be treated as used on a first-in first-out basis.

(d) Definitions
For purposes of this section—
(1) Qualified adoption expenses

The term ‘‘qualified adoption expenses’”
means reasonable and necessary adoption fees,
court costs, attorney fees, and other ex-
penses—

(A) which are directly related to, and the
principal purpose of which is for, the legal
adoption of an eligible child by the taxpayer,

(B) which are not incurred in violation of
State or Federal law or in carrying out any
surrogate parenting arrangement,

(C) which are not expenses in connection
with the adoption by an individual of a child
who is the child of such individual’s spouse,
and

(D) which are not reimbursed under an em-
ployer program or otherwise.

(2) Eligible child

The term ‘‘eligible child’’ means any individ-
ual—
(A) who—
(i) has not attained age 18, or
(ii) is physically or mentally incapable
of caring for himself, and
(B) in the case of qualified adoption ex-

penses paid or incurred after December 31,
2001, who is a child with special needs.
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(3) Child with special needs

The term ‘‘child with special needs’ means
any child if—

(A) a State has determined that the child
cannot or should not be returned to the
home of his parents,

(B) such State has determined that there
exists with respect to the child a specific
factor or condition (such as his ethnic back-
ground, age, or membership in a minority or
sibling group, or the presence of factors such
as medical conditions or physical, mental, or
emotional handicaps) because of which it is
reasonable to conclude that such child can-
not be placed with adoptive parents without
providing adoption assistance, and

(C) such child is a citizen or resident of the
United States (as defined in section
217(h)(3)).

(e) Special rules for foreign adoptions

In the case of an adoption of a child who is not
a citizen or resident of the United States (as de-
fined in section 217(h)(3))—

(1) subsection (a) shall not apply to any
qualified adoption expense with respect to
such adoption unless such adoption becomes
final, and

(2) any such expense which is paid or in-
curred before the taxable year in which such
adoption becomes final shall be taken into ac-
count under this section as if such expense
were paid or incurred during such year.

(f) Filing requirements
(1) Married couples must file joint returns

Rules similar to the rules of paragraphs (2),
(3), and (4) of section 21(e) shall apply for pur-
poses of this section.

(2) Taxpayer must include TIN

(A) In general

No credit shall be allowed under this sec-
tion with respect to any eligible child unless
the taxpayer includes (if known) the name,
age, and TIN of such child on the return of
tax for the taxable year.

(B) Other methods

The Secretary may, in lieu of the informa-
tion referred to in subparagraph (A), require
other information meeting the purposes of
subparagraph (A), including identification of
an agent assisting with the adoption.

(g) Basis adjustments

For purposes of this subtitle, if a credit is al-
lowed under this section for any expenditure
with respect to any property, the increase in the
basis of such property which would (but for this
subsection) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

(h) Regulations

The Secretary shall prescribe such regulations
as may be appropriate to carry out this section
and section 137, including regulations which
treat unmarried individuals who pay or incur
qualified adoption expenses with respect to the
same child as 1 taxpayer for purposes of apply-
ing the dollar limitation in subsection (b)(1) of
this section and in section 137(b)(1).
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(Added Pub. L. 104-188, title I, §1807(a), Aug. 20,
1996, 110 Stat. 1899; amended Pub. L. 105-34, title
XVI, §1601(h)(2)(A), (B), Aug. 5, 1997, 111 Stat.
1092.)

PRIOR PROVISIONS

A prior section 23, added Pub. L. 95618, title I,
§101(a), Nov. 9, 1978, 92 Stat. 3175, §44C; amended Pub.
L. 96-223, title II, §§201, 202(a)-(d), 203(a), Apr. 2, 1980, 94
Stat. 2566, 258; renumbered §23 and amended Pub. L.
98-369, div. A, title IV, §§471(c), 474(e), title VI,
§612(e)(2), July 18, 1984, 98 Stat. 826, 831, 912, related to
residential energy credit, prior to repeal by Pub. L.
101-508, title XI, §11801(a)(1), Nov. 5, 1990, 104 Stat.
1388-520.

AMENDMENTS

1997—Subsec. (a)(2). Pub. L. 105-34, §1601(h)(2)(A),
amended heading and text of par. (2) generally. Prior to
amendment, text read as follows: ‘“The credit under
paragraph (1) with respect to any expense shall be al-
lowed—

‘“(A) for the taxable year following the taxable year
during which such expense is paid or incurred, or

‘“(B) in the case of an expense which is paid or in-
curred during the taxable year in which the adoption
becomes final, for such taxable year.”

Subsec. (b)(2)(B). Pub. L. 105-34, §1601(h)(2)(B), sub-
stituted ‘‘determined without regard to sections 911,
931, and 933.” for ‘‘determined—

‘(1) without regard to sections 911, 931, and 933, and
‘“(ii) after the application of sections 86, 135, 137,
219, and 469.”

EFFECTIVE DATE OF 1997 AMENDMENT

Section 1601(j) of Pub. L. 105-34 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section, sections 30A, 52, 55, 137, 401, 403, 404, 408, 414,
512, 529, 593, 641, 679, 860L, 956, 1361, 1374, 4001, 4041, 4092,
4261, 6039D, 6048, 6050R, 6501, 6693, 7701, and 9503 of this
title, section 1055 of Title 29, Labor, and provisions set
out as notes under sections 529 and 4091 of this title]
shall take effect as if included in the provisions of the
Small Business Job Protection Act of 1996 [Pub. L.
104-188] to which they relate.

‘“(2) CERTAIN ADMINISTRATIVE REQUIREMENTS WITH RE-
SPECT TO CERTAIN PENSION PLANS.—The amendment
made by subsection (d)(2)(D) [amending section 401 of
this title] shall apply to calendar years beginning after
the date of the enactment of this Act [Aug. 5, 1997].”

EFFECTIVE DATE

Section 1807(e) of Pub. L. 104-188 provided that: ‘“The
amendments made by this section [enacting this sec-
tion and section 137 of this title, renumbering former
section 137 of this title as section 138, and amending
sections 25, 86, 135, 219, 469, and 1016 of this title] shall
apply to taxable years beginning after December 31,
1996.”

TAX CREDIT AND GROSS INCOME EXCLUSION STUDY AND
REPORT

Section 1807(d) of Pub. L. 104-188 provided that: ‘“The
Secretary of the Treasury shall study the effect on
adoptions of the tax credit and gross income exclusion
established by the amendments made by this section
[enacting this section and section 137 of this title, re-
numbering former section 137 of this title as section
138, and amending sections 25, 86, 135, 219, 469, and 1016
of this title] and shall submit a report regarding the
study to the Committee on Finance of the Senate and
the Committee on Ways and Means of the House of Rep-
resentatives not later than January 1, 2000.”’

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 25, 137, 1016 of
this title.
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§ 24, Child tax credit
(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
with respect to each qualifying child of the tax-
payer an amount equal to $500 ($400 in the case
of taxable years beginning in 1998).

(b) Limitation based on adjusted gross income
(1) In general

The amount of the credit allowable under
subsection (a) shall be reduced (but not below
zero) by $50 for each $1,000 (or fraction thereof)
by which the taxpayer’s modified adjusted
gross income exceeds the threshold amount.
For purposes of the preceding sentence, the
term ‘‘modified adjusted gross income’ means
adjusted gross income increased by any
amount excluded from gross income under sec-
tion 911, 931, or 933.

(2) Threshold amount

For purposes of paragraph (1),
‘““threshold amount’’ means—

(A) $110,000 in the case of a joint return,

(B) $75,000 in the case of an individual who
is not married, and

(C) $55,000 in the case of a married individ-
ual filing a separate return.

the term

For purposes of this paragraph, marital status
shall be determined under section 7703.

(¢) Qualifying child
For purposes of this section—
(1) In general

The term ‘‘qualifying child” means any indi-
vidual if—

(A) the taxpayer is allowed a deduction
under section 151 with respect to such indi-
vidual for the taxable year,

(B) such individual has not attained the
age of 17 as of the close of the calendar year
in which the taxable year of the taxpayer be-
gins, and

(C) such individual bears a relationship to
the taxpayer described in section 32(c)(3)(B).

(2) Exception for certain noncitizens

The term ‘‘qualifying child” shall not in-
clude any individual who would not be a de-
pendent if the first sentence of section
152(b)(3) were applied without regard to all
that follows ‘‘resident of the United States’.

(d) Additional credit for families with 3 or more
children

(1) In general

In the case of a taxpayer with 3 or more
qualifying children for any taxable year, the
amount of the credit allowed under this sec-
tion shall be equal to the greater of—

(A) the amount of the credit allowed under
this section (without regard to this sub-
section and after application of the limita-
tion under section 26), or

(B) the alternative credit amount deter-
mined under paragraph (2).

(2) Alternative credit amount

For purposes of this subsection, the alter-
native credit amount is the amount of the
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credit which would be allowed under this sec-
tion if the limitation under paragraph (3) were
applied in lieu of the limitation under section
26.

(3) Limitation

The limitation under this paragraph for any
taxable year is the limitation under section 26
(without regard to this subsection)—

(A) increased by the taxpayer’s social se-
curity taxes for such taxable year, and
(B) reduced by the sum of—

(i) the credits allowed under this part
other than under subpart C or this section,
and

(ii) the credit allowed under section 32
without regard to subsection (m)?! thereof.

(4) Unused credit to be refundable

If the amount of the credit under paragraph
(1)(B) exceeds the amount of the credit under
paragraph (1)(A), such excess shall be treated
as a credit to which subpart C applies. The
rule of section 32(h) shall apply to such excess.

(5) Social security taxes
For purposes of paragraph (3)—
(A) In general

The term ‘‘social security taxes’” means,
with respect to any taxpayer for any taxable
year—

(i) the amount of the taxes imposed by
sections 3101 and 3201(a) on amounts re-
ceived by the taxpayer during the calendar
year in which the taxable year begins,

(i1) 50 percent of the taxes imposed by
section 1401 on the self-employment in-
come of the taxpayer for the taxable year,
and

(iii) 50 percent of the taxes imposed by
section 3211(a)(1) on amounts received by
the taxpayer during the calendar year in
which the taxable year begins.

(B) Coordination with special refund of so-
cial security taxes

The term ‘‘social security taxes’ shall not
include any taxes to the extent the taxpayer
is entitled to a special refund of such taxes
under section 6413(c).

(C) Special rule

Any amounts paid pursuant to an agree-
ment under section 3121(J) (relating to agree-
ments entered into by American employers
with respect to foreign affiliates) which are
equivalent to the taxes referred to in sub-
paragraph (A)(i) shall be treated as taxes re-
ferred to in such subparagraph.

(e) Identification requirement

No credit shall be allowed under this section
to a taxpayer with respect to any qualifying
child unless the taxpayer includes the name and
taxpayer identification number of such qualify-
ing child on the return of tax for the taxable
year.

(f) Taxable year must be full taxable year

Except in the case of a taxable year closed by
reason of the death of the taxpayer, no credit

1See References in Text note below.
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shall be allowable under this section in the case
of a taxable year covering a period of less than
12 months.

(Added Pub. L. 105-34, title I, §101(a), Aug. 5,
1997, 111 Stat. 796.)

REFERENCES IN TEXT

Subsection (m) of section 32 of this title, referred to
in subsec. (d)(3)(B)(ii), probably means the subsec. (m)
of section 32 which relates to supplemental child credit
and was added by Pub. L. 105-34, title I, §101(b), Aug. 5,
1997, 111 Stat. 798.

PRIOR PROVISIONS

A prior section 24, added Pub. L. 92-178, title VII,
§701(a), Dec. 10, 1971, 85 Stat. 560, §41; amended Pub. L.
93-625, §§11(a)-(c), (e), 12(a), Jan. 3, 1975, 88 Stat. 2119,
2120; Pub. L. 94-455, title V, §503(b)(4), title XIX,
§§1901(b)(1)(B), (H)(1i), 1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1562, 1790, 1791, 1834; Pub. L. 95-600, title I, §113(c),
Nov. 6, 1978, 92 Stat. 2778; Pub. L. 97473, title II,
§202(b)(1), Jan. 14, 1983, 96 Stat. 2609; Pub. L. 98-21, title
I, §122(c)(1), Apr. 20, 1983, 97 Stat. 87; renumbered §24
and amended Pub. L. 98-369, div. A, title IV, §§471(c),
474(f), July 18, 1984, 98 Stat. 826, 831, related to contribu-
tions to candidates for public office, prior to repeal by
Pub. L. 99-514, title I, §§112(a), 151(a), Oct. 22, 1986, 100
Stat. 2108, 2121, applicable to taxable years beginning
after Dec. 31, 1986.

EFFECTIVE DATE

Section 101(e) of Pub. L. 105-34 provided that: ‘“The
amendments made by this section [enacting this sec-
tion and amending sections 32, 501, and 6213 of this title
and section 1324 of Title 31, Money and Finance] shall
apply to taxable years beginning after December 31,
1997.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 32, 501, 6213 of
this title.

§25. Interest on certain home mortgages

(a) Allowance of credit
(1) In general

There shall be allowed as a credit against
the tax imposed by this chapter for the tax-
able year an amount equal to the product of—

(A) the certificate credit rate, and

(B) the interest paid or accrued by the tax-
payer during the taxable year on the re-
maining principal of the certified indebted-
ness amount.

(2) Limitation where credit rate exceeds 20
percent

(A) In general

If the certificate credit rate exceeds 20 per-
cent, the amount of the credit allowed to the
taxpayer under paragraph (1) for any taxable
year shall not exceed $2,000.

(B) Special rule where 2 or more persons
hold interests in residence

If 2 or more persons hold interests in any
residence, the limitation of subparagraph
(A) shall be allocated among such persons in
proportion to their respective interests in
the residence.

(b) Certificate credit rate; certified indebtedness
amount

For purposes of this section—
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(1) Certificate credit rate

The term ‘‘certificate credit rate’” means the
rate of the credit allowable by this section
which is specified in the mortgage credit cer-
tificate.

(2) Certified indebtedness amount

The term ‘‘certified indebtedness amount”
means the amount of indebtedness which is—
(A) incurred by the taxpayer—

(i) to acquire the principal residence of
the taxpayer,

(ii) as a qualified home improvement
loan (as defined in section 143(k)(4)) with
respect to such residence, or

(iii) as a qualified rehabilitation loan (as
defined in section 143(k)(b)) with respect to
such residence, and

(B) specified in the mortgage credit certifi-
cate.
(c) Mortgage credit certificate; qualified mort-
gage credit certificate program

For purposes of this section—
(1) Mortgage credit certificate

The term ‘mortgage credit -certificate”
means any certificate which—

(A) is issued under a qualified mortgage
credit certificate program by the State or
political subdivision having the authority to
issue a qualified mortgage bond to provide
financing on the principal residence of the
taxpayer,

(B) is issued to the taxpayer in connection
with the acquisition, qualified rehabilita-
tion, or qualified home improvement of the
taxpayer’s principal residence,

(C) specifies—

(i) the certificate credit rate, and
(ii) the certified indebtedness amount,
and

(D) is in such form as the Secretary may
prescribe.

(2) Qualified mortgage credit certificate pro-
gram
(A) In general

The term ‘‘qualified mortgage credit cer-
tificate program’ means any program—

(i) which is established by a State or po-
litical subdivision thereof for any calendar
year for which it is authorized to issue
qualified mortgage bonds,

(ii) under which the issuing authority
elects (in such manner and form as the
Secretary may prescribe) not to issue an
amount of private activity bonds which it
may otherwise issue during such calendar
year under section 146,

(iii) under which the indebtedness cer-
tified by mortgage credit certificates
meets the requirements of the following
subsections of section 143 (as modified by
subparagraph (B) of this paragraph):

(I) subsection (c¢) (relating to residence
requirements),

(IT) subsection (d) (relating to 3-year
requirement),

(ITI) subsection (e) (relating to pur-
chase price requirement),
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(IV) subsection (f) (relating to income
requirements),

(V) subsection (h) (relating to portion
of loans required to be placed in targeted
areas), and

(VI) paragraph (1) of subsection (i) (re-
lating to other requirements),

(iv) under which no mortgage credit cer-
tificate may be issued with respect to any
residence any of the financing of which is
provided from the proceeds of a qualified
mortgage bond or a qualified veterans’
mortgage bond,

(v) except to the extent provided in regu-
lations, which is not limited to indebted-
ness incurred from particular lenders,

(vi) except to the extent provided in reg-
ulations, which provides that a mortgage
credit certificate is not transferrable, and

(vii) if the issuing authority allocates a
block of mortgage credit certificates for
use in connection with a particular devel-
opment, which requires the developer to
furnish to the issuing authority and the
homebuyer a certificate that the price for
the residence is no higher than it would be
without the use of a mortgage credit cer-
tificate.

Under regulations, rules similar to the rules
of subparagraphs (B) and (C) of section
143(a)(2) shall apply to the requirements of
this subparagraph.

(B) Modifications of section 143

Under regulations prescribed by the Sec-
retary, in applying section 143 for purposes
of subclauses (II), (IV), and (V) of subpara-
graph (A)({ii)—

(i) each qualified mortgage certificate
credit program shall be treated as a sepa-
rate issue,

(ii) the product determined by multiply-
ing—

(I) the certified indebtedness amount
of each mortgage credit certificate is-
sued under such program, by

(IT) the certificate credit rate specified
in such certificate,

shall be treated as proceeds of such issue
and the sum of such products shall be
treated as the total proceeds of such issue,
and

(iii) paragraph (1) of section 143(d) shall
be applied by substituting ‘100 percent”
for ‘95 percent or more’’.

Clause (iii) shall not apply if the issuing au-
thority submits a plan to the Secretary for
administering the 95-percent requirement of
section 143(d)(1) and the Secretary is sat-
isfied that such requirement will be met
under such plan.

(d) Determination of certificate credit rate

For purposes of this section—

(1) In general

The certificate credit rate specified in any
mortgage credit certificate shall not be less
than 10 percent or more than 50 percent.
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(2) Aggregate limit on certificate credit rates
(A) In general

In the case of each qualified mortgage
credit certificate program, the sum of the
products determined by multiplying—

(i) the certified indebtedness amount of
each mortgage credit certificate issued
under such program, by

(ii) the certificate credit rate with re-
spect to such certificate,

shall not exceed 25 percent of the nonissued
bond amount.

(B) Nonissued bond amount

For purposes of subparagraph (A), the term
“nonissued bond amount’” means, with re-
spect to any qualified mortgage credit cer-
tificate program, the amount of qualified
mortgage bonds which the issuing authority
is otherwise authorized to issue and elects
not to issue under subsection (¢)(2)(A)(ii).

(e) Special rules and definitions

For purposes of this section—
(1) Carryforward of unused credit
(A) In general

If the credit allowable under subsection (a)
for any taxable year exceeds the applicable
tax limit for such taxable year, such excess
shall be a carryover to each of the 3 succeed-
ing taxable years and, subject to the limita-
tions of subparagraph (B), shall be added to
the credit allowable by subsection (a) for
such succeeding taxable year.

(B) Limitation

The amount of the unused credit which
may be taken into account under subpara-
graph (A) for any taxable year shall not ex-
ceed the amount (if any) by which the appli-
cable tax limit for such taxable year exceeds
the sum of—

(i) the credit allowable under subsection

(a) for such taxable year determined with-

out regard to this paragraph, and

(ii) the amounts which, by reason of this
paragraph, are carried to such taxable year
and are attributable to taxable years be-
fore the unused credit year.

(C) Applicable tax limit

For purposes of this paragraph, the term
‘“‘applicable tax limit” means the limitation
imposed by section 26(a) for the taxable year
reduced by the sum of the credits allowable
under this subpart (other than this section
and section 23).

(2) Indebtedness not treated as certified where
certain requirements not in fact met

Subsection (a) shall not apply to any indebt-
edness if all the requirements of subsection
(c)(@), (d), (e), (f), and (i) of section 143 and
clauses (iv), (v), and (vii) of subsection
(¢)(2)(A), were not in fact met with respect to
such indebtedness. Except to the extent pro-
vided in regulations, the requirements de-
scribed in the preceding sentence shall be
treated as met if there is a certification, under
penalty of perjury, that such requirements are
met.
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(3) Period for which certificate in effect
(A) In general
Except as provided in subparagraph (B), a
mortgage credit certificate shall be treated
as in effect with respect to interest attrib-
utable to the period—
(i) beginning on the date such certificate
is issued, and
(ii) ending on the earlier of the date on
which—
(I) the certificate is revoked by the is-
suing authority, or
(IT) the residence to which such certifi-
cate relates ceases to be the principal
residence of the individual to whom the
certificate relates.
(B) Certificate invalid unless indebtedness
incurred within certain period

A certificate shall not apply to any indebt-
edness which is incurred after the close of
the second calendar year following the cal-
endar year for which the issuing authority
made the applicable election under sub-
section (¢)(2)(A)(i).

(C) Notice to Secretary when certificate re-
voked

Any issuing authority which revokes any
mortgage credit certificate shall notify the
Secretary of such revocation at such time
and in such manner as the Secretary shall
prescribe by regulations.

(4) Reissuance of mortgage credit certificates

The Secretary may prescribe regulations
which allow the administrator of a mortgage
credit certificate program to reissue a mort-
gage credit certificate specifying a certified
mortgage indebtedness that replaces the out-
standing balance of the certified mortgage in-
debtedness specified on the original certificate
to any taxpayer to whom the original certifi-
cate was issued, under such terms and condi-
tions as the Secretary determines are nec-
essary to ensure that the amount of the credit
allowable under subsection (a) with respect to
such reissued certificate is equal to or less
than the amount of credit which would be al-
lowable under subsection (a) with respect to
the original certificate for any taxable year
ending after such reissuance.

(5) Public notice that certificates will be issued

At least 90 days before any mortgage credit
certificate is to be issued after a qualified
mortgage credit certificate program, the issu-
ing authority shall provide reasonable public
notice of—

(A) the eligibility requirements for such
certificate,
(B) the methods by which such certificates
are to be issued, and
(C) such other information as the Sec-
retary may require.
(6) Interest paid or accrued to related persons

No credit shall be allowed under subsection
(a) for any interest paid or accrued to a person
who is a related person to the taxpayer (within
the meaning of section 144(a)(3)(A)).

(7) Principal residence

The term ‘‘principal residence’ has the same
meaning as when used in section 121.
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(8) Qualified rehabilitation and home improve-
ment

(A) Qualified rehabilitation

The term ‘‘qualified rehabilitation” has
the meaning given such term by section
143(k)(5)(B).

(B) Qualified home improvement

The term ‘‘qualified home improvement”
means an alteration, repair, or improvement
described in section 143(k)(4).

(9) Qualified mortgage bond

The term ‘‘qualified mortgage bond’’ has the
meaning given such term by section 143(a)(1).

(10) Manufactured housing

For purposes of this section, the term ‘‘sin-
gle family residence’” includes any manufac-
tured home which has a minimum of 400
square feet of living space and a minimum
width in excess of 102 inches and which is of a
kind customarily used at a fixed location.
Nothing in the preceding sentence shall be
construed as providing that such a home will
be taken into account in making determina-
tions under section 143.

() Reduction in aggregate amount of qualified

mortgage bonds which may be issued where
certain requirements not met

(1) In general

If for any calendar year any mortgage credit
certificate program which satisfies procedural
requirements with respect to volume limita-
tions prescribed by the Secretary fails to meet
the requirements of paragraph (2) of sub-
section (d), such requirements shall be treated
as satisfied with respect to any certified in-
debtedness of such program, but the applicable
State ceiling under subsection (d) of section
146 for the State in which such program oper-
ates shall be reduced by 1.25 times the correc-
tion amount with respect to such failure. Such
reduction shall be applied to such State ceil-
ing for the calendar year following the cal-
endar year in which the Secretary determines
the correction amount with respect to such
failure.

(2) Correction amount
(A) In general

For purposes of paragraph (1), the term
“correction amount’” means an amount
equal to the excess credit amount divided by
0.25.

(B) Excess credit amount
(i) In general
For purposes of subparagraph (A)(ii), the
term ‘‘excess credit amount’ means the
excess of—
(I) the credit amount for any mortgage
credit certificate program, over
(IT) the amount which would have been
the credit amount for such program had
such program met the requirements of
paragraph (2) of subsection (d).
(ii) Credit amount

For purposes of clause (i), the term
“credit amount” means the sum of the
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products determined under clauses (i) and
(ii) of subsection (d)(2)(A).

(3) Special rule for States having constitutional
home rule cities

In the case of a State having one or more
constitutional home rule cities (within the
meaning of section 146(d)(3)(C)), the reduction
in the State ceiling by reason of paragraph (1)
shall be allocated to the constitutional home
rule city, or to the portion of the State not
within such city, whichever caused the reduc-
tion.

(4) Exception where certification program

The provisions of this subsection shall not
apply in any case in which there is a certifi-
cation program which is designed to ensure
that the requirements of this section are met
and which meets such requirements as the
Secretary may by regulations prescribe.

(5) Waiver

The Secretary may waive the application of
paragraph (1) in any case in which he deter-
mines that the failure is due to reasonable
cause.

(g) Reporting requirements

BEach person who makes a loan which is a cer-
tified indebtedness amount under any mortgage
credit certificate shall file a report with the
Secretary containing—

(1) the name, address, and social security ac-
count number of the individual to which the
certificate was issued,

(2) the certificate’s issuer, date of issue, cer-
tified indebtedness amount, and certificate
credit rate, and

(3) such other information as the Secretary
may require by regulations.

Each person who issues a mortgage credit cer-
tificate shall file a report showing such informa-
tion as the Secretary shall by regulations pre-
scribe. Any such report shall be filed at such
time and in such manner as the Secretary may
require by regulations.

(h) Regulations; contracts
(1) Regulations

The Secretary shall prescribe such regula-
tions as may be necessary to carry out the
purposes of this section, including regulations
which may require recipients of mortgage
credit certificates to pay a reasonable process-
ing fee to defray the expenses incurred in ad-
ministering the program.

(2) Contracts

The Secretary is authorized to enter into
contracts with any person to provide services
in connection with the administration of this
section.

(i) Recapture of portion of Federal subsidy from
use of mortgage credit certificates

For provisions increasing the tax imposed by this
chapter to recapture a portion of the Federal sub-
sidy from the use of mortgage credit certificates, see
section 143(m).

(Added Pub. L. 98-369, div. A, title VI, §612(a),
July 18, 1984, 98 Stat. 905; amended Pub. L.
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99-514, title XIII, §1301(f), title XVIII,
§§1862(a)-(d)(1), 1899A(1), Oct. 22, 1986, 100 Stat.
2655, 2883, 2884, 2958; Pub. L. 100-647, title I,
§1013(a)(25), (26), title IV, §4005(a)(2), (g)(7), Nov.
10, 1988, 102 Stat. 3543, 3645, 3651; Pub. L. 101-239,
title VII, §7104(b), Dec. 19, 1989, 103 Stat. 2305;
Pub. L. 101-508, title XI, §11408(b), Nov. 5, 1990,
104 Stat. 1388-477; Pub. L. 102-227, title I, §108(Db),
Dec. 11, 1991, 105 Stat. 1688; Pub. L. 103-66, title
XIII, §13141(b), Aug. 10, 1993, 107 Stat. 436; Pub.
L. 104-188, title I, §1807(c)(1), Aug. 20, 1996, 110
Stat. 1902; Pub. L. 105-34, title III, §312(d)(1),
Aug. 5, 1997, 111 Stat. 839.)

PRIOR PROVISIONS

A prior section 25 was renumbered section 26 of this
title.

AMENDMENTS

1997—Subsec. (e)(7). Pub. L. 105-34 substituted ‘‘sec-
tion 121" for ‘‘section 1034”°.

1996—Subsec. (e)(1)(C). Pub. L. 104-188 inserted ‘‘and
section 23" after ‘‘other than this section”.

1993—Subsecs. (h) to (j). Pub. L. 103-66 redesignated
subsecs. (i) and (j) as (h) and (i), respectively, and
struck out heading and text of former subsec. (h). Text
read as follows: ‘“No election may be made under sub-
section (c)(2)(A)(ii) for any period after June 30, 1992.”

1991—Subsec. (h). Pub. L. 102-227 substituted ‘‘June
30, 1992” for ‘‘December 31, 1991,

1990—Subsec. (h). Pub. L. 101-508 substituted ‘‘Decem-
ber 31, 1991 for ‘‘September 30, 1990°°.

1989—Subsec. (h). Pub. L. 101-239 substituted ‘‘for any
period after September 30, 1990 for ‘‘for any calendar
year after 1989,

1988—Subsec. (c)(2)(A)(ii). Pub. L. 100-647, §1013(a)(25),
amended Pub. L. 99-514, §1301(f)(2)(C)(ii), see 1986
Amendment note below.

Subsec. (h). Pub. L. 100-647, §4005(a)(2), substituted
‘1989 for ‘“1988”".

Pub. L. 100-647, §1013(a)(26), substituted ‘1988 for
1987,

Subsec. (j). Pub. L. 100-647, §4005(g)(7), added subsec.

@.

1986—Subsec. (a)(1)(B). Pub. L. 99-514, §1862(d)(1), sub-
stituted ‘‘paid or accrued’ for ‘‘paid or incurred’.

Subsec. (b)(2)(A)(ii). Pub. L. 99-514, §1301(f)(2)(A), sub-
stituted ‘‘section 143(k)(4)’ for ‘‘section 103A(1)(6).

Subsec. (b)(2)(A)({ii). Pub. L. 99-514, §1301(f)(2)(B),
substituted ‘‘section 143(k)(5)”’ for ‘‘section 103A(I)(7)’.

Subsec. (¢)(2)(A). Pub. L. 99-514, §1301(f)(2)(E), sub-
stituted ‘‘section 143(a)(2)” for ‘‘section 103A(c)(2)” in
provision following cl. (vii).

Pub. L. 99-514, §1862(b), inserted ‘‘Under regulations,
rules similar to the rules of subparagraphs (B) and (C)
of section 103A(c)(2) shall apply to the requirements of
this subparagraph.”

Subsec. (¢)(2)(A)@i). Pub. L. 99-514, §1301(f)(2)(C)(ii),
as amended by Pub. L. 100-647, §1013(a)(25), substituted
“private activity bonds which it may otherwise issue
during such calendar year under section 146 for
‘‘qualified mortgage bonds which it may otherwise
issue during such calendar year under section 103A”’.

Subsec. (¢)(2)(A)@ii). Pub. L. 99-514, §1301(£)(2)(C)(1),
substituted ‘‘section 143" for ‘‘section 103A” in intro-
ductory provisions, added subcls. (I) to (VI), and struck
out former subcls. (I) to (V) which read as follows:

‘“(I) subsection (d) (relating to residence require-
ments),

‘“(IT) subsection (e) (relating to 3-year requirement),

“(III) subsection (f) (relating to purchase price re-
quirement),

“(IV) subsection (h) (relating to portion of loans re-
quired to be placed in targeted areas), and

(V) subsection (j), other than paragraph (2) thereof
(relating to other requirements),”.

Subsec. (¢)(2)(A)(1ii)(V). Pub. L. 99-514, §1862(a), sub-
stituted ‘‘subsection (j), other than paragraph (2) there-
of”’ for ‘“‘paragraph (1) of subsection (j)’.
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Subsec. (¢)(2)(B). Pub. L. 99-514, §1301(£)(2)(C)(1), sub-
stituted in heading and introductory provisions ‘‘sec-
tion 143> for ‘‘section 103A”.

Pub. L. 99-514, §1301(f)(2)(F), inserted in introductory
provisions reference to subcl. (V), added cl. (iii) and
closing provisions, and struck out former cl. (iii) and
closing provisions which read as follows:

‘‘(iii) paragraph (1) of section 103A(e) shall be ap-
plied by substituting ‘100 percent’ for ‘90 percent or
more’.

Clause (iii) shall not apply if the issuing authority sub-
mits a plan to the Secretary for administering the 90-
percent requirement of section 103A(e)(1) and the Sec-
retary is satisfied that such requirement will be met
under such plan.”

Subsec. (d)(2)(A). Pub. L. 99-514, §1301(f)(1)(A), sub-
stituted ‘25 percent’ for ‘20 percent’” in concluding
provisions.

Subsec. (d)(3). Pub. L. 99-514, §1301(f)(2)(G), struck out
par. (3) ‘‘Additional limit in certain cases’ which read
as follows: ‘‘In the case of a qualified mortgage credit
certificate program in a State which—

“(A) has a State ceiling (as defined in section
103A(g)(4)) for the year an election is made that ex-
ceeds 20 percent of the average annual aggregate
principal amount of mortgages executed during the
immediately preceding 3 calendar years for single
family owner-occupied residences located within the
jurisdiction of such State, or

‘(B) issued qualified mortgage bonds in an aggre-
gate amount less than $150,000,000 for calendar year
1983,

the certificate credit rate for any mortgage credit cer-
tificate shall not exceed 20 percent unless the issuing
authority submits a plan to the Secretary to ensure
that the weighted average of the certificate credit
rates in such mortgage credit certificate program does
not exceed 20 percent and the Secretary approves such
plan.”

Subsec. (e)(1)(B). Pub. L. 99-514, §1862(c), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
“Limitations’ read as follows: ‘“The amount of the un-
used credit which may be taken into account under
subparagraph (A) for any taxable year shall not exceed
the amount by which the applicable tax limit for such
taxable year exceeds the sum of the amounts which, by
reason of this paragraph, are carried to such taxable
year and are attributable to taxable years before the
unused credit year.”

Subsec. (e)(2). Pub. L. 99-514, §1301(f)(2)(H), sub-
stituted ‘‘subsections (c)(1), (d), (e), (f), and (i) of sec-
tion 143" for ‘‘subsection (d)(1), (e), (f), and (j) of section
103A”.

Subsec. (e)(6). Pub. L. 99-514, §1301(f)(2)(I), substituted
“section 144(a)(3)(A)” for ‘‘section 103(b)(6)(C)(1)".

Subsec. (e)(8)(A). Pub. L. 99-514, §1301(f)(2)(J), sub-
stituted ‘‘section 143(k)(5)(B)” for “‘section
103A(D(T)(B)”.

Subsec. (e)(8)(B). Pub. L. 99-514, §1301(f)(2)(K), sub-
stituted ‘‘section 143(k)(4)”’ for ‘‘section 103A(1)(6)”.

Subsec. (e)(9). Pub. L. 99-514, §1301(f)(2)(LL), sub-
stituted ‘‘section 143(a)(1)”’ for ‘‘section 103A(c)(1)”.

Subsec. (e)(10). Pub. L. 99-514, §1301(f)(2)(M), sub-
stituted ‘‘section 143" for ‘‘section 103A”’.

Subsec. (f)(1). Pub. L. 99-514, §1301(£)(2)(N), sub-

stituted ‘‘subsection (d) of section 146" for ‘‘paragraph
(4) of section 103A(g)”".

Subsec. ()(2)(A). Pub. L. 99-514, §1301(f)(1)(B), sub-
stituted 0.25”" for 0.20’.

Subsec. (£)(3). Pub. L. 99-514, §1301(f)(2)(0), sub-
stituted ‘“‘section 146(d)(3)(C)” for ‘‘section
103A(g)(5)(C)".

Subsec. (f)(4). Pub. L. 99-514, §1899A(1), substituted
“‘ensure’’ for ‘‘insure’’.

EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by Pub. L. 105-34 applicable to sales and
exchanges after May 6, 1997, with certain exceptions,
see section 312(d) of Pub. L. 105-34, set out as a note
under section 121 of this title.
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EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-188 applicable to taxable
years beginning after Dec. 31, 1996, see section 1807(e) of
Pub. L. 104-188, set out as an Effective Date note under
section 23 of this title.

EFFECTIVE DATE OF 1993 AMENDMENT

Section 13141(f)(2) of Pub. L. 103-66 provided that:
“The amendment made by subsection (b) [amending
this section] shall apply to elections for periods after
June 30, 1992.”

EFFECTIVE DATE OF 1991 AMENDMENT

Section 108(c)(2) of Pub. L. 102-227 provided that:
‘“The amendment made by subsection (b) [amending
this section] shall apply to elections for periods after
December 31, 1991.”

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by Pub. L. 101-508 applicable to elections
for periods after Sept. 30, 1990, see section 11408(d)(2) of
Pub. L. 101-508, set out as a note under section 143 of
this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 1013(a)(25), (26) of Pub. L.
100-647 effective, except as otherwise provided, as if in-
cluded in the provision of the Tax Reform Act of 1986,
Pub. L. 99-514, to which such amendment relates, see
section 1019(a) of Pub. L. 100-647, set out as a note
under section 1 of this title.

Amendment by section 4005(a)(2) of Pub. L. 100-647 ap-
plicable to bonds issued, and nonissued bond amounts
elected, after Dec. 31, 1988, see section 4005(h)(1) of Pub.
L. 100-647, set out as a note under section 143 of this
title.

Amendment by section 4005(g)(7) of Pub. L. 100-647 ap-
plicable to financing provided, and mortgage credit cer-
tificates issued, after Dec. 31, 1990, with certain excep-
tions, see section 4005(h)(3) of Pub. L. 100-647, set out as
a note under section 143 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1301(f)(1) of Pub. L. 99-514 ap-
plicable to nonissued bond amounts elected after Aug.
15, 1986, and amendment by section 1301(f)(2) of Pub. L.
99-514 applicable to certificates issued with respect to
nonissued bond amounts elected after Aug. 15, 1986, see
section 1311(b) of Pub. L. 99-514, as amended, set out as
an Effective Date; Transitional Rules note under sec-
tion 141 of this title.

Amendment by section 1862(a)-(d)(1) of Pub. L. 99-514
effective, except as otherwise provided, as if included in
the provisions of the Tax Reform Act of 1984, Pub. L.
98-369, div. A, to which such amendment relates, see
section 1881 of Pub. L. 99-514, set out as a note under
section 48 of this title.

EFFECTIVE DATE

Section 612(g) of Pub. L. 98-369, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[enacting this section and section 6708 of this title, re-
designating former section 25 as 26, and amending sec-
tions 23, 28 to 30, 38, 55, 103A, 163, 168, and 901 of this
title] shall apply to interest paid or accrued after De-
cember 31, 1984, on indebtedness incurred after Decem-
ber 31, 1984.

‘(2) ELECTIONS.—The amendments made by this sec-
tion shall apply to elections under section 25(c)(2)(A)(ii)
of the Internal Revenue Code of 1986 [formerly I.R.C.
1954] (as added by this section) for calendar years after
1983.”

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
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and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 143, 146, 163, 6708
of this title; title 42 section 12852.

§ 25A. Hope and Lifetime Learning Credits
(a) Allowance of credit

In the case of an individual, there shall be al-
lowed as a credit against the tax imposed by
this chapter for the taxable year the amount
equal to the sum of—

(1) the Hope Scholarship Credit, plus
(2) the Lifetime Learning Credit.
(b) Hope Scholarship Credit
(1) Per student credit

In the case of any eligible student for whom
an election is in effect under this section for
any taxable year, the Hope Scholarship Credit
is an amount equal to the sum of—

(A) 100 percent of so much of the qualified
tuition and related expenses paid by the tax-
payer during the taxable year (for education
furnished to the eligible student during any
academic period beginning in such taxable
year) as does not exceed $1,000, plus

(B) 50 percent of such expenses so paid as
exceeds $1,000 but does not exceed the appli-
cable limit.

(2) Limitations applicable to Hope Scholarship

Credit
(A) Credit allowed only for 2 taxable years

An election to have this section apply with
respect to any eligible student for purposes
of the Hope Scholarship Credit under sub-
section (a)(1) may not be made for any tax-
able year if such an election (by the tax-
payer or any other individual) is in effect
with respect to such student for any 2 prior
taxable years.

(B) Credit allowed for year only if individual
is at least 2 time student for portion of
year

The Hope Scholarship Credit under sub-
section (a)(1) shall not be allowed for a tax-
able year with respect to the qualified tui-
tion and related expenses of an individual
unless such individual is an eligible student
for at least one academic period which be-
gins during such year.

(C) Credit allowed only for first 2 years of
postsecondary education

The Hope Scholarship Credit under sub-
section (a)(1) shall not be allowed for a tax-
able year with respect to the qualified tui-
tion and related expenses of an eligible stu-
dent if the student has completed (before the
beginning of such taxable year) the first 2
years of postsecondary education at an eligi-
ble educational institution.

(D) Denial of credit if student convicted of a
felony drug offense

The Hope Scholarship Credit under sub-
section (a)(1) shall not be allowed for quali-

TITLE 26—INTERNAL REVENUE CODE

Page 68

fied tuition and related expenses for the en-
rollment or attendance of a student for any
academic period if such student has been
convicted of a Federal or State felony of-
fense consisting of the possession or dis-
tribution of a controlled substance before
the end of the taxable year with or within
which such period ends.

(3) Eligible student

For purposes of this subsection, the term
“‘eligible student’ means, with respect to any
academic period, a student who—

(A) meets the requirements of section
484(a)(1) of the Higher Education Act of 1965
(20 U.S.C. 1091(a)(1)), as in effect on the date
of the enactment of this section, and

(B) is carrying at least Y2 the normal full-
time work load for the course of study the
student is pursuing.

(4) Applicable limit

For purposes of paragraph (1)(B), the appli-
cable limit for any taxable year is an amount
equal to 2 times the dollar amount in effect
under paragraph (1)(A) for such taxable year.

(c) Lifetime Learning Credit
(1) Per taxpayer credit

The Lifetime Learning Credit for any tax-
payer for any taxable year is an amount equal
to 20 percent of so much of the qualified tui-
tion and related expenses paid by the taxpayer
during the taxable year (for education fur-
nished during any academic period beginning
in such taxable year) as does not exceed $10,000
($5,000 in the case of taxable years beginning
before January 1, 2003).

(2) Special rules for determining expenses
(A) Coordination with Hope Scholarship

The qualified tuition and related expenses
with respect to an individual who is an eligi-
ble student for whom a Hope Scholarship
Credit under subsection (a)(1) is allowed for
the taxable year shall not be taken into ac-
count under this subsection.

(B) Expenses eligible for Lifetime Learning
Credit

For purposes of paragraph (1), qualified
tuition and related expenses shall include
expenses described in subsection (f)(1) with
respect to any course of instruction at an el-
igible educational institution to acquire or
improve job skills of the individual.

(d) Limitation based on modified adjusted gross
income

(1) In general

The amount which would (but for this sub-
section) be taken into account under sub-
section (a) for the taxable year shall be re-
duced (but not below zero) by the amount de-
termined under paragraph (2).

(2) Amount of reduction

The amount determined under this para-
graph is the amount which bears the same
ratio to the amount which would be so taken
into account as—

(A) the excess of—
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(i) the taxpayer’s modified adjusted
gross income for such taxable year, over

(ii) $40,000 ($80,000 in the case of a joint
return), bears to

(B) $10,000 ($20,000 in the case of a joint re-
turn).

(3) Modified adjusted gross income

The term ‘‘modified adjusted gross income”
means the adjusted gross income of the tax-
payer for the taxable year increased by any
amount excluded from gross income under sec-
tion 911, 931, or 933.

(e) Election to have section apply
(1) In general

No credit shall be allowed under subsection
(a) for a taxable year with respect to the
qualified tuition and related expenses of an in-
dividual unless the taxpayer elects to have
this section apply with respect to such indi-
vidual for such year.

(2) Coordination with exclusions

An election under this subsection shall not
take effect with respect to an individual for
any taxable year if any portion of any dis-
tribution during such taxable year from an
education individual retirement account is ex-
cluded from gross income under section
530(d)(2).

(f) Definitions

For purposes of this section—
(1) Qualified tuition and related expenses
(A) In general

The term ‘‘qualified tuition and related ex-
penses’” means tuition and fees required for
the enrollment or attendance of—

(i) the taxpayer,

(ii) the taxpayer’s spouse, or

(iii) any dependent of the taxpayer with
respect to whom the taxpayer is allowed a
deduction under section 151,

at an eligible educational institution for
courses of instruction of such individual at
such institution.

(B) Exception for education involving sports,
ete.

Such term does not include expenses with
respect to any course or other education in-
volving sports, games, or hobbies, unless
such course or other education is part of the
individual’s degree program.

(C) Exception for nonacademic fees

Such term does not include student activ-
ity fees, athletic fees, insurance expenses, or
other expenses unrelated to an individual’s
academic course of instruction.

(2) Eligible educational institution

The term ‘‘eligible educational institution”
means an institution—

(A) which is described in section 481 of the
Higher Education Act of 1965 (20 U.S.C. 1088),
as in effect on the date of the enactment of
this section, and

(B) which is eligible to participate in a
program under title IV of such Act.
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(g) Special rules

(1) Identification requirement

No credit shall be allowed under subsection
(a) to a taxpayer with respect to the qualified
tuition and related expenses of an individual
unless the taxpayer includes the name and
taxpayer identification number of such indi-
vidual on the return of tax for the taxable
year.

(2) Adjustment for certain scholarships, etc.

The amount of qualified tuition and related
expenses otherwise taken into account under
subsection (a) with respect to an individual for
an academic period shall be reduced (before
the application of subsections (b), (¢), and (d))
by the sum of any amounts paid for the benefit
of such individual which are allocable to such
period as—

(A) a qualified scholarship which is exclud-
able from gross income under section 117,

(B) an educational assistance allowance
under chapter 30, 31, 32, 34, or 35 of title 38,
United States Code, or under chapter 1606 of
title 10, United States Code, and

(C) a payment (other than a gift, bequest,
devise, or inheritance within the meaning of
section 102(a)) for such individual’s edu-
cational expenses, or attributable to such in-
dividual’s enrollment at an eligible edu-
cational institution, which is excludable
from gross income under any law of the
United States.

(3) Treatment of expenses paid by dependent

If a deduction under section 151 with respect
to an individual is allowed to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual’s taxable
year begins—

(A) no credit shall be allowed under sub-
section (a) to such individual for such indi-
vidual’s taxable year, and

(B) qualified tuition and related expenses
paid by such individual during such individ-
ual’s taxable year shall be treated for pur-
poses of this section as paid by such other
taxpayer.

(4) Treatment of certain prepayments

If qualified tuition and related expenses are
paid by the taxpayer during a taxable year for
an academic period which begins during the
first 3 months following such taxable year,
such academic period shall be treated for pur-
poses of this section as beginning during such
taxable year.

(5) Denial of double benefit

No credit shall be allowed under this section
for any expense for which a deduction is al-
lowed under any other provision of this chap-
ter.

(6) No credit for married individuals filing sep-
arate returns

If the taxpayer is a married individual (with-
in the meaning of section 7703), this section
shall apply only if the taxpayer and the tax-
payer’s spouse file a joint return for the tax-
able year.

(7) Nonresident aliens

If the taxpayer is a nonresident alien indi-
vidual for any portion of the taxable year, this
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section shall apply only if such individual is
treated as a resident alien of the United
States for purposes of this chapter by reason
of an election under subsection (g) or (h) of
section 6013.
(h) Inflation adjustments
(1) Dollar limitation on amount of credit
(A) In general

In the case of a taxable year beginning
after 2001, each of the $1,000 amounts under
subsection (b)(1) shall be increased by an
amount equal to—

(i) such dollar amount, multiplied by

(ii) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, de-
termined by substituting ‘‘calendar year

2000 for ‘‘calendar year 1992’ in subpara-

graph (B) thereof.
(B) Rounding

If any amount as adjusted under subpara-
graph (A) is not a multiple of $100, such
amount shall be rounded to the next lowest
multiple of $100.

(2) Income limits
(A) In general

In the case of a taxable year beginning
after 2001, the $40,000 and $80,000 amounts in
subsection (d)(2) shall each be increased by
an amount equal to—

(i) such dollar amount, multiplied by

(ii) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, de-
termined by substituting ‘‘calendar year

2000 for ‘‘calendar year 1992 in subpara-

graph (B) thereof.
(B) Rounding

If any amount as adjusted under subpara-
graph (A) is not a multiple of $1,000, such
amount shall be rounded to the next lowest
multiple of $1,000.

(i) Regulations

The Secretary may prescribe such regulations
as may be necessary or appropriate to carry out
this section, including regulations providing for
a recapture of the credit allowed under this sec-
tion in cases where there is a refund in a subse-
quent taxable year of any amount which was
taken into account in determining the amount
of such credit.

(Added Pub. L. 105-34, title II, §201(a), Aug. 5,
1997, 111 Stat. 799.)

REFERENCES IN TEXT

The date of the enactment of this section, referred to
in subsecs. (b)(3)(A) and (f)(2)(A), is the date of enact-
ment of Pub. L. 105-34 which was approved Aug. 5, 1997.

The Higher Education Act of 1965, referred to in sub-
sec. (£)(2)(B), is Pub. L. 89-329, Nov. 8, 1965, 79 Stat. 1219,
as amended. Title IV of the Act is classified generally
to subchapter IV (§1070 et seq.) of chapter 28 of Title 20,
Education, and part C (§2751 et seq.) of subchapter I of
chapter 34 of Title 42, The Public Health and Welfare.
For complete classification of this Act to the Code, see
Short Title note set out under section 1001 of Title 20
and Tables.

EFFECTIVE DATE
Section 201(f) of Pub. L. 105-34 provided that:
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‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section and section 6050S of this
title and amending sections 135, 6213, and 6724 of this
title] shall apply to expenses paid after December 31,
1997 (in taxable years ending after such date), for edu-
cation furnished in academic periods beginning after
such date.

¢(2) LIFETIME LEARNING CREDIT.—Section 25A(a)(2) of
the Internal Revenue Code of 1986 shall apply to ex-
penses paid after June 30, 1998 (in taxable years ending
after such date), for education furnished in academic
periods beginning after such dates.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 72, 135, 221, 529,
530, 6050S, 6213 of this title; title 20 sections 108700,
1087pp, 1087qq, 1087vv.

§26. Limitation based on tax liability; definition
of tax liability

(a) Limitation based on amount of tax

The aggregate amount of credits allowed by
this subpart for the taxable year shall not ex-
ceed the excess (if any) of—

(1) the taxpayer’s regular tax liability for
the taxable year, over

(2) the tentative minimum tax for the tax-
able year (determined without regard to the
alternative minimum tax foreign tax credit).

(b) Regular tax liability

For purposes of this part—
(1) In general

The term ‘‘regular tax liability’’ means the
tax imposed by this chapter for the taxable
year.

(2) Exception for certain taxes

For purposes of paragraph (1), any tax im-
posed by any of the following provisions shall
not be treated as tax imposed by this chapter:

(A) section 55 (relating to minimum tax),

(B) section 59A (relating to environmental
tax),

(C) subsection (m)(b)(B), (q), (t), or (v) of
section 72 (relating to additional taxes on
certain distributions),

(D) section 143(m) (relating to recapture of
proration of Federal subsidy from use of
mortgage bonds and mortgage credit certifi-
cates),

(E) section 530(d)(3) (relating to additional
tax on certain distributions from education
individual retirement accounts),

(F) section 531 (relating to accumulated
earnings tax),

(G) section 541 (relating to personal hold-
ing company tax),

(H) section 1351(d)(1) (relating to recover-
ies of foreign expropriation losses),

(I) section 1374 (relating to tax on certain
built-in gains of S corporations),

(J) section 1375 (relating to tax imposed
when passive investment income of corpora-
tion having subchapter C earnings and prof-
its exceeds 25 percent of gross receipts),

(K) subparagraph (A) of section 7518(g)(6)
(relating to nonqualified withdrawals from
capital construction funds taxed at highest
marginal rate),

(L) sections 871(a) and 881 (relating to cer-
tain income of nonresident aliens and for-
eign corporations),
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(M) section 860E(e) (relating to taxes with
respect to certain residual interests),

(N) section 884 (relating to branch profits
tax),

(O) sections 453(1)(3) and 453A(c) (relating
to interest on certain deferred tax liabil-
ities),

(P) section 860K (relating to treatment of
transfers of high-yield interests to disquali-
fied holders), and

(Q) section 220(f)(4) (relating to additional
tax on medical savings account distributions
not used for qualified medical expenses).

(c) Tentative minimum tax

For purposes of this part, the term ‘‘tentative
minimum tax” means the amount determined
under section 55(b)(1).

(Added §25, renumbered §26, Pub. L. 98-369, div.
A, title IV, §472, title VI, §612(a), July 18, 1984,
98 Stat. 827, 905; amended Pub. L. 99499, title V,
§516(b)(1)(A), Oct. 17, 1986, 100 Stat. 1770; Pub. L.
99-514, title II, §261(c), title VI, §632(c)(1), title
VII, §701(c)(1), Oct. 22, 1986, 100 Stat. 2214, 2277,
2340; Pub. L. 100-647, title I, §§1006(t)(16)(C),
1007(g)(1), 1011A(c)(10), 1012(q)(8), title IV,
§4005(g)(4), title V, §5012(b)(2), Nov. 10, 1988, 102
Stat. 3425, 3434, 3476, 3524, 3650, 3662; Pub. L.
101-239, title VII, §§7811(c)(1), (2), 7821(a)(4)(A),
Dec. 19, 1989, 103 Stat. 2406, 2407, 2424; Pub. L.
104-188, title I, §1621(b)(1), Aug. 20, 1996, 110 Stat.
1866; Pub. L. 105-34, title II, §213(e)(1), title XVI,
§1602(a)(1), Aug. 5, 1997, 111 Stat. 817, 1093.)

AMENDMENTS

1997—Subsec. (b)(2)(E) to (O). Pub. L. 105-34, §213(e)(1),
added subpar. (E) and redesignated former subpars. (E)
to (N) as (F) to (0), respectively. Former subpar. (O) re-
designated (P).

Subsec. (b)(2)(P). Pub. L. 105-34, §213(e)(1), redesig-
nated subpar. (P) as (Q).

Pub. L. 105-34, §1602(a)(1), added subpar. (P).

Subsec. (b)(2)(Q). Pub. L. 105-34, §213(e)(1), redesig-
nated subpar. (P) as (Q).

1996—Subsec. (b)(2)(0). Pub. L. 104-188 added subpar.

(0).

1989—Subsec. (b)(2)(C), (D). Pub. L. 101-239, §7811(c)(1),
amended subpars. (C) and (D) generally. Prior to
amendment, subpars. (C) and (D) read as follows:

“(C) subsection (m)(5)(B) (q), or (v) of section 72 (re-
lating to additional tax on certain distributions),

“(D) section 72(t) (relating to 10-percent additional
tax on early distributions from qualified retirement
plans),”.

Subsec. (b)(2)(K). Pub. L. 101-239, §7811(c)(2), added
subpar. (K) and struck out former subpar. (K) which
was identical.

Subsec. (b)(2)(L), (M). Pub. L. 101-239, §7811(c)(2),
added subpars. (L) and (M) and struck out former sub-
pars. (L) and (M) which read as follows:

‘(i) section 860E(e) (relating to taxes with respect to
certain residual interests), and

‘(L) section 884 (relating to branch profits tax), and

‘(M) section 143(m) (relating to recapture of portion
of federal subsidy from use of mortgage bonds and
mortgage credit certificates).”

Subsec. (b)(2)(N). Pub. L. 101-239, §7821(a)(4)(A), which
directed amendment of subsec. (b)(2) of this section ‘‘as
amended by section 11811 by adding subpar. (N), was
executed as if it directed amendment of subsec. (b)(2) of
this section ‘‘as amended by section 7811”°, to reflect
the probable intent of Congress and the renumbering of
section 11811 of H.R. 3299 as section 7811 prior to the en-
actment of H.R. 3299 into law as Pub. L. 101-239.

1988—Subsec. 1)(2)(C). Pub. L. 100-6417,
§1011A(c)(10)(A), struck out ‘¢, (0)(2),” after ‘‘subsection
(m)(5)(B)”.
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Pub. L. 100-647, §5012(b)(2), substituted ‘‘(q), or (v)”
for “‘or (q)”’.

Subsec. (b)(2)(D). Pub. L. 100-647, §1011A(c)(10)(B),
substituted “‘72(t) (relating to 10-percent additional tax
on early distributions from qualified retirement
plans)’”’ for ‘“408(f) (relating to additional tax on income
from certain retirement accounts)’.

Subsec. (b)(2)(K). Pub. L. 100-647, §1007(g)(1),
stituted ‘‘corporations).” for ‘‘corporations,’’.

Subsec. (b)(2)(L). Pub. L. 100-647, §1012(q)(8), added
subpar. (L) relating to branch profits tax.

Pub. L. 100-647, §1006(t)(16)(C), added subpar. (L) re-
lating to taxes with respect to certain residual inter-
ests.

Subsec. (b)(2)(M). Pub. L. 100-647, §4005(g2)(4), added
subpar. (M).

1986—Subsec. (a). Pub. L. 99-514, §701(c)(1)(A), amend-
ed subsec. (a) generally. Prior to amendment, subsec.
(a) read as follows: ‘‘The aggregate amount of credits
allowed by this subpart for the taxable year shall not
exceed the taxpayer’s tax liability for such taxable
year.”

Subsec. (b). Pub. L. 99-514, §701(c)(1)(B)({), (v), sub-
stituted ‘‘Regular tax liability’’ for ‘“Tax liability’ in
heading and ‘‘this part’’ for ‘“‘this section’ in introduc-
tory provisions.

Subsec. (b)(1). Pub. L. 99-514, §701(c)(1)(B)(i), sub-
stituted ‘‘regular tax liability”’ for ‘‘tax liability’’.

Subsec. (b)(2). Pub. L. 99-499 added subpar. (B) and re-
designated former subpars. (B) to (J) as (C) to (K), re-
spectively.

Pub. L. 99-514, §701(c)(1)(B)(iii), substituted ‘‘section
55 (relating to minimum tax)’’ for ‘‘section 56 (relating
to corporate minimum tax)’’ in subpar. (A).

Pub. L. 99-514, §632(c)(1), substituted ‘‘certain built-in
gains” for ‘‘certain capital gains’ in subpar. (G).

Pub. L. 99-514, §261(c), added subpar. (I).

Pub. L. 99-514, §701(c)(1)(B)(iv), added subpar. (J).

Subsec. (¢). Pub. L. 99-514, §701(c)(1)(C), amended sub-
sec. (c) generally, substituting provisions relating to
tentative minimum tax for provisions referring to sec-
tion 55(c) of this title for similar rule for alternative
minimum tax for taxpayers other than corporations.

sub-

EFFECTIVE DATE OF 1997 AMENDMENT

Section 213(f) of Pub. L. 105-34 provided that: ‘“The
amendments made by this section [enacting section 530
of this title and amending this section and sections 135,
4973, 4975, and 6693 of this title] shall apply to taxable
years beginning after December 31, 1997.”°

Section 1602(i) of Pub. L. 105-34 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 162, 220, 264, 877, 2107, 2501, 4975, 6050Q,
6652, 6693, 6724, and 7702B of this title, renumbering sec-
tion 6039F of this title as section 6039G of this title, and
amending provisions set out as a note under section 264
of this title] shall take effect as if included in the pro-
visions of the Health Insurance Portability and Ac-
countability Act of 1996 [Pub. L. 104-191] to which such
amendments relate.”

EFFECTIVE DATE OF 1996 AMENDMENT

Section 1621(d) of Pub. L. 104-188 provided that: ‘“The
amendments made by this section [enacting sections
860H to 860L of this title and amending this section and
sections 56, 382, 582, 856, 860G, 1202, and 7701 of this title]
shall take effect on September 1, 1997.”

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 7811(c)(1), (2) of Pub. L. 101-239
effective, except as otherwise provided, as if included in
the provision of the Technical and Miscellaneous Reve-
nue Act of 1988, Pub. L. 100-647, to which such amend-
ment relates, see section 7817 of Pub. L. 101-239, set out
as a note under section 1 of this title.

Section 7823 of Pub. L. 101-239 provided that: ‘‘Except
as otherwise provided in this part [part IT (§§7821-7823)
of subtitle H of title VII of Pub. L. 101-239, amending
this section and sections 453A, 842, 1503, 6427, 6655, 6863,
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7519, 7611, 9502, 9503, and 9508 of this title and enacting
provisions set out as notes under sections 56 and 7519 of
this title], any amendment made by this part shall
take effect as if included in the provision of the 1987
Act [Pub. L. 100-203, title X] to which such amendment
relates.”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 1006(t)(16)(C) of Pub. L. 100-647
applicable, with certain exceptions, to transfers after
Mar. 31, 1988, and to excess inclusions for periods after
Mar. 31, 1988, see section 1006(t)(16)(D)(ii)—(iv) of Pub. L.
100-647, set out as a note under section 860E of this
title.

Amendment by sections 1007(g)(1), 1011A(c)(10), and
1012(q)(8) of Pub. L. 100-647 effective, except as other-
wise provided, as if included in the provision of the Tax
Reform Act of 1986, Pub. L. 99-514, to which such
amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

Amendment by section 4005(g)(4) of Pub. L. 100-647 ap-
plicable, with certain exceptions, to financing provided,
and mortgage credit certificates issued, after Dec. 31,
1990, see section 4005(h)(3) of Pub. L. 100-647, set out as
a note under section 143 of this title.

Amendment by section 5012(b)(2) of Pub. L. 100-647 ap-
plicable to contracts entered into on or after June 21,
1988, with special rule where death benefit increases by
more than $150,000, certain other material changes
taken into account, and certain exchanges permitted,
see section 5012(e) of Pub. L. 100-647, set out as an Effec-
tive Date note under section 7702A of this title.

EFFECTIVE DATE OF 1986 AMENDMENTS

Amendment by section 261(c) of Pub. L. 99-514 appli-
cable to taxable years beginning after Dec. 31, 1986, see
section 261(g) of Pub. L. 99-514, set out as an Effective
Date note under section 7518 of this title.

Amendment by section 632(c)(1) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
but only in cases where the return for the taxable year
is filed pursuant to an S election made after Dec. 31,
1986, see section 633(b) of Pub. L. 99-514, as amended, set
out as an Effective Date note under section 336 of this
title.

Amendment by section 632(c)(1) of Pub. L. 99-514 not
applicable in the case of certain transactions, see sec-
tion 54(d)(3)(D) of Pub. L. 98-369, as amended, set out as
an Effective Date of 1984 Amendment note under sec-
tion 311 of this title.

Amendment by section 701(c)(1) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
with certain exceptions and qualifications, see section
701(f) of Pub. L. 99-514, set out as an Effective Date note
under section 55 of this title.

Section 516(c) of Pub. L. 99499 provided that: ‘“The
amendments made by this section [enacting section 59A
of this title and amending this section and sections 164,
275, 936, 1561, 6154, 6425, and 6655 of this title] shall apply
to taxable years beginning after December 31, 1986.”

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1983, and to carrybacks from such years, see
section 475(a) of Pub. L. 98-369, set out as an Effective
Date of 1984 Amendment note under section 21 of this
title.

APPLICABILITY OF CERTAIN AMENDMENTS BY PUBLIC
LAW 99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section 701(c)(1) of
Pub. L. 99-514 notwithstanding any treaty obligation of
the United States in effect on Oct. 22, 1986, with provi-
sion that for such purposes any amendment by title I
of Pub. L. 100-647 be treated as if it had been included
in the provision of Pub. L. 99-514 to which such amend-
ment relates, see section 1012(aa)(2), (4) of Pub. L.
100-647, set out as a note under section 861 of this title.
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TREATMENT OF TAX IMPOSED UNDER FORMER SECTION
409(c)

Section 491(f)(5) of Pub. L. 98-369, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
‘“For purposes of section 26(b) of the Internal Revenue
Code of 1986 [formerly I.R.C. 1954] (as amended by this
Act), any tax imposed by section 409(c) of such Code (as
in effect before its repeal by this section) shall be
treated as a tax imposed by section 408(f) of such
Code.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 23, 24, 25, 39, 55,
163, 469, 901, 1397E, 1400C of this title.

SUBPART B—OTHER CREDITS

Sec.

27. Taxes of foreign countries and possessions of
the United States; possession tax credit.

[28. Repealed.]

29. Credit for producing fuel from a nonconven-
tional source.

30. Credit for qualified electric vehicles.

30A. Puerto Rico economic activity credit.

AMENDMENTS

1997—Pub. L. 105-34, title XVI, §1601(f)(1)(B), Aug. 5,
1997, 111 Stat. 1090, substituted ‘‘Puerto Rico’ for
“Puerto Rican’ in item 30A.

1996—Pub. L. 104-188, title I, §§1205(a)(3)(A),
1601(b)(2)(E), (F)({), Aug. 20, 1996, 110 Stat. 1775, 1833,
substituted ‘‘Other Credits” for ‘‘Foreign Tax Credits,
Etc.” in subpart heading, struck out item 28 ‘‘Clinical
testing expenses for certain drugs for rare diseases or
conditions”, and added item 30A.

1992—Pub. L. 102-486, title XIX, §1913(b)(2)(A), Oct. 24,
1992, 106 Stat. 3020, added item 30.

1986—Pub. L. 99-514, title II, §231(d)(3)(J), Oct. 22, 1986,
100 Stat. 2180, struck out item 30 ‘“Credit for increasing
research activities’.

1984—Pub. L. 98-369, div. A, title IV, §471(b), July 18,
1984, 98 Stat. 826, added subpart B heading and analysis
of sections for subpart B consisting of items 27 (for-
merly 33), 28 (formerly 44H), 29 (formerly 44D), and 30
(formerly 44F). Former subpart B was redesignated E.

SUBPART REFERRED TO IN OTHER SECTIONS

This subpart is referred to in sections 38, 42, 49, 50, 53,
469, 6401 of this title.

§27. Taxes of foreign countries and possessions
of the United States; possession tax credit

(a) Foreign tax credit

The amount of taxes imposed by foreign coun-
tries and possessions of the United States shall
be allowed as a credit against the tax imposed
by this chapter to the extent provided in section
901.

(b) Section 936 credit

In the case of a domestic corporation, the
amount provided by section 936 (relating to
Puerto Rico and possession tax credit) shall be
allowed as a credit against the tax imposed by
this chapter.

(Aug. 16, 1954, ch. 736, 68A Stat. 13, §33; Oct. 4,
1976, Pub. L. 94-455, title X, §1051(a), 90 Stat.
1643; renumbered §27, July 18, 1984, Pub. L.
98-369, div. A, title IV, §471(c), 98 Stat. 826.)

AMENDMENTS

1984—Pub. L. 98-369, §471(c), renumbered section 33 of
this title as this section.

1976—Pub. L. 94-455 designated existing provisions as
subsec. (a) and added subsec. (b).
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EFFECTIVE DATE OF 1976 AMENDMENT

Section 1051(i) of Pub. L. 94-455, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:

‘(1) Except as provided by paragraph (2), the amend-
ments made by this section [enacting section 936 of this
title and amending sections 33 [now 27], 48, 116, 243, 246,
861, 901, 904, 931, 1504, and 6091 of this title] shall apply
to taxable years beginning after December 31, 1975, ex-
cept that ‘qualified possession source investment in-
come’ as defined in section 936(d)(2) of the Internal Rev-
enue Code of 1986 [formerly I.R.C. 1954] shall include in-
come from any source outside the United States if the
taxpayer establishes to the satisfaction of the Sec-
retary of the Treasury or his delegate that the income
from such sources was earned before October 1, 1976.

“(2) The amendment made by subsection (d)(2)
[amending section 901 of this title] shall not apply to
any tax imposed by a possession of the United States
with respect to the complete liquidation occurring be-
fore January 1, 1979, of a corporation to the extent that
such tax is attributable to earnings and profits accu-
mulated by such corporation during periods ending be-
fore January 1, 1976.”

CROSS REFERENCES
Foreign tax credit, see section 901 of this title.
SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 29, 30, 55, 59, 108,
469, 691, 921, 1351 of this title.

§29. Credit for producing fuel from a nonconven-
tional source

(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
an amount equal to—

(1) $3, multiplied by
(2) the barrel-of-oil equivalent of qualified
fuels—
(A) sold by the taxpayer to an unrelated
person during the taxable year, and
(B) the production of which is attributable
to the taxpayer.

(b) Limitations and adjustments
(1) Phaseout of credit

The amount of the credit allowable under
subsection (a) shall be reduced by an amount
which bears the same ratio to the amount of
the credit (determined without regard to this
paragraph) as—

(A) the amount by which the reference
price for the calendar year in which the sale
occurs exceeds $23.50, bears to

(B) $6.

(2) Credit and phaseout adjustment based on
inflation

The $3 amount in subsection (a) and the
$23.50 and $6 amounts in paragraph (1) shall
each be adjusted by multiplying such amount
by the inflation adjustment factor for the cal-
endar year in which the sale occurs. In the
case of gas from a tight formation, the $3
amount in subsection (a) shall not be adjusted.

(3) Credit reduced for grants, tax-exempt
bonds, and subsidized energy financing
(A) In general
The amount of the credit allowable under
subsection (a) with respect to any project for
any taxable year (determined after the ap-

TITLE 26—INTERNAL REVENUE CODE §29

plication of paragraphs (1) and (2)) shall be
reduced by the amount which is the product
of the amount so determined for such year
and a fraction—

(i) the numerator of which is the sum,
for the taxable year and all prior taxable
years, of—

(I) grants provided by the TUnited
States, a State, or a political subdivision
of a State for use in connection with the
project,

(IT) proceeds of any issue of State or
local government obligations used to
provide financing for the project the in-
terest on which is exempt from tax under
section 103, and

(ITII) the aggregate amount of sub-
sidized energy financing (within the
meaning of section 48(a)(4)(C)) provided
in connection with the project, and

(ii) the denominator of which is the ag-
gregate amount of additions to the capital
account for the project for the taxable
year and all prior taxable years.

(B) Amounts determined at close of year

The amounts under subparagraph (A) for
any taxable year shall be determined as of
the close of the taxable year.

(4) Credit reduced for energy credit

The amount allowable as a credit under sub-
section (a) with respect to any project for any
taxable year (determined after the application
of paragraphs (1), (2), and (3)) shall be reduced
by the excess of—

(A) the aggregate amount allowed under
section 38 for the taxable year or any prior
taxable year by reason of the energy per-
centage with respect to property used in the
project, over

(B) the aggregate amount recaptured with
respect to the amount described in subpara-
graph (A)—

(i) under section 49(b) or 50(a) for the
taxable year or any prior taxable year, or

(ii) under this paragraph for any prior
taxable year.

The amount recaptured under section 49(b) or
50(a) with respect to any property shall be ap-
propriately reduced to take into account any
reduction in the credit allowed by this section
by reason of the preceding sentence.

(5) Credit reduced for enhanced oil recovery
credit

The amount allowable as a credit under sub-
section (a) with respect to any project for any
taxable year (determined after application of
paragraphs (1), (2), (3), and (4)) shall be reduced
by the excess (if any) of—

(A) the aggregate amount allowed under
section 38 for the taxable year and any prior
taxable year by reason of any enhanced oil
recovery credit determined under section 43
with respect to such project, over

(B) the aggregate amount recaptured with
respect to the amount described in subpara-
graph (A) under this paragraph for any prior
taxable year.
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(6) Application with other credits

The credit allowed by subsection (a) for any
taxable year shall not exceed the excess (if
any) of—

(A) the regular tax for the taxable year re-
duced by the sum of the credits allowable
under subpart A and section 27, over

(B) the tentative minimum tax for the tax-
able year.

(¢) Definition of qualified fuels
For purposes of this section—
(1) In general

The term ‘‘qualified fuels’” means—
(A) oil produced from shale and tar sands,
(B) gas produced from—
(i) geopressured brine, Devonian shale,
coal seams, or a tight formation, or
(ii) biomass, and

(C) liquid, gaseous, or solid synthetic fuels
produced from coal (including lignite), in-
cluding such fuels when used as feedstocks.

(2) Gas from geopressured brine, etc.
(A) In general

Except as provided in subparagraph (B),
the determination of whether any gas is pro-
duced from geopressured brine, Devonian
shale, coal seams, or a tight formation shall
be made in accordance with section 503 of
the Natural Gas Policy Act of 1978.

(B) Special rules for gas from tight forma-
tions

The term ‘‘gas produced from a tight for-
mation” shall only include gas from a tight
formation—

(i) which, as of April 20, 1977, was com-
mitted or dedicated to interstate com-
merce (as defined in section 2(18) of the
Natural Gas Policy Act of 1978, as in effect
on the date of the enactment of this
clause), or

(ii) which is produced from a well drilled
after such date of enactment.

(3) Biomass

The term ‘‘biomass’ means any organic ma-
terial other than—
(A) oil and natural gas (or any product
thereof), and
(B) coal (including lignite) or any product
thereof.
(d) Other definitions and special rules
For purposes of this section—

(1) Only production within the United States
taken into account

Sales shall be taken into account under this
section only with respect to qualified fuels the
production of which is within—

(A) the United States (within the meaning
of section 638(1)), or
(B) a possession of the United States (with-

in the meaning of section 638(2)).

(2) Computation of inflation adjustment factor
and reference price

(A) In general

The Secretary shall, not later than April 1
of each calendar year, determine and publish
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in the Federal Register the inflation adjust-
ment factor and the reference price for the
preceding calendar year in accordance with
this paragraph.

(B) Inflation adjustment factor

The term ‘inflation adjustment factor”
means, with respect to a calendar year, a
fraction the numerator of which is the GNP
implicit price deflator for the calendar year
and the denominator of which is the GNP
implicit price deflator for calendar year 1979.
The term ‘GNP implicit price deflator”
means the first revision of the implicit price
deflator for the gross national product as
computed and published by the Department
of Commerce.

(C) Reference price

The term ‘‘reference price’”” means with re-
spect to a calendar year the Secretary’s esti-
mate of the annual average wellhead price
per barrel for all domestic crude oil the price
of which is not subject to regulation by the
United States.

(3) Production attributable to the taxpayer

In the case of a property or facility in which
more than 1 person has an interest, except to
the extent provided in regulations prescribed
by the Secretary, production from the prop-
erty or facility (as the case may be) shall be
allocated among such persons in proportion to
their respective interests in the gross sales
from such property or facility.

(4) Gas from geopressured brine, Devonian
shale, coal seams, or a tight formation

The amount of the credit allowable under
subsection (a) shall be determined without re-
gard to any production attributable to a prop-
erty from which gas from Devonian shale, coal
seams, geopressured brine, or a tight forma-
tion was produced in marketable quantities
before January 1, 1980.

(5) Barrel-of-oil equivalent

The term ‘‘barrel-of-oil equivalent’ with re-
spect to any fuel means that amount of such
fuel which has a Btu content of 5.8 million; ex-
cept that in the case of qualified fuels de-
scribed in subparagraph (C) of subsection
(c)(1), the Btu content shall be determined
without regard to any material from a source
not described in such subparagraph.

(6) Barrel defined

The term ‘‘barrel” means 42 United States
gallons.

(7) Related persons

Persons shall be treated as related to each
other if such persons would be treated as a sin-
gle employer under the regulations prescribed
under section 52(b). In the case of a corpora-
tion which is a member of an affiliated group
of corporations filing a consolidated return,
such corporation shall be treated as selling
qualified fuels to an unrelated person if such
fuels are sold to such a person by another
member of such group.

(8) Pass-thru in the case of estates and trusts

Under regulations prescribed by the Sec-
retary, rules similar to the rules of subsection
(d) of section 52 shall apply.
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(e) Application with the Natural Gas Policy Act
of 1978
(1) No credit if section 107 of the Natural Gas
Policy Act of 1978 is utilized

Subsection (a) shall apply with respect to
any natural gas described in subsection
(¢)(1)(B)(i) which is sold during the taxable
year only if such natural gas is sold at a law-
ful price which is determined without regard
to the provisions of section 107 of the Natural
Gas Policy Act of 1978 and subtitle B of title
I of such Act.

(2) Treatment of this section

For purposes of section 107(d) of the Natural
Gas Policy Act of 1978, this section shall not
be treated as allowing any credit, exemption,
deduction, or comparable adjustment applica-
ble to the computation of any Federal tax.

(f) Application of section

This section shall apply with respect to quali-
fied fuels—
(1) which are—

(A) produced from a well drilled after De-
cember 31, 1979, and before January 1, 1993,
or

(B) produced in a facility placed in service
after December 31, 1979, and before January
1, 1993, and

(2) which are sold before January 1, 2003.
(g) Extension for certain facilities
(1) In general

In the case of a facility for producing quali-
fied fuels described in subparagraph (B)(ii) or
(C) of subsection (¢)(1)—

(A) for purposes of subsection (f)(1)(B),
such facility shall be treated as being placed
in service before January 1, 1993, if such fa-
cility is placed in service before July 1, 1998,
pursuant to a binding written contract in ef-
fect before January 1, 1997, and

(B) if such facility is originally placed in
service after December 31, 1992, paragraph (2)
of subsection (f) shall be applied with respect
to such facility by substituting ‘“‘January 1,
2008’ for ‘“‘January 1, 2003°.

(2) Special rule

Paragraph (1) shall not apply to any facility
which produces coke or coke gas unless the
original use of the facility commences with
the taxpayer.

(Added Pub. L. 96-223, title II, §231(a), Apr. 2,
1980, 94 Stat. 268, §44D; amended Pub. L. 97-34,
title VI §611(a), Aug. 13, 1981, 95 Stat. 339; Pub.
L. 97-354, §5(a)(1), Oct. 19, 1982, 96 Stat. 1692; Pub.
L. 97-448, title II, §202(a), Jan. 12, 1983, 96 Stat.
2396; renumbered §29 and amended Pub. L.
98-369, div. A, title IV, §§471(c), 474(h), title VI,
§612(e)(1), title VII, §722(d)(1), (2), July 18, 1984,
98 Stat. 826, 831, 912, 973; Pub. L. 99-514, title VII,
§701(c)(3), title XVIII, §1879(c)(1), Oct. 22, 1986,
100 Stat. 2340, 2906; Pub. L. 100-647, title VI,
§6302, Nov. 10, 1988, 102 Stat. 3755; Pub. L. 101-508,
title XI, §§11501(a), (b)(1), (c)(1), 11813(b)(1), 11816,
Nov. 5, 1990, 104 Stat. 1388-479, 1388-550, 1388-558;
Pub. L. 102-486, title XIX, §1918, Oct. 24, 1992, 106
Stat. 3025; Pub. L. 104-188, title I, §§1205(d)(3),
1207(a), Aug. 20, 1996, 110 Stat. 1776.)
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REFERENCES IN TEXT

The Natural Gas Policy Act of 1978, referred to in sub-
secs. (¢)(2)(A), (B)(i) and (e), is Pub. L. 95-621, Nov. 9,
1978, 92 Stat. 3350, as amended, which is classified gen-
erally to chapter 60 (§3301 et seq.) of Title 15, Commerce
and Trade. Subtitle B of title I of the Act, which was
classified generally to part B of subchapter I (§3331 et
seq.) of chapter 60 of Title 15, was repealed by Pub. L.
101-60, §2(b), July 26, 1989, 103 Stat. 158, effective Jan. 1,
1993. Section 2(18) of the Act is classified to section
3301(18) of Title 15. Sections 107 and 503 of the Act,
which were classified to sections 3317 and 3413 of Title
15, respectively, were repealed by Pub. L. 101-60, §§2(b),
3(b)(5), July 26, 1989, 103 Stat. 158, 159, effective Jan. 1,
1993. For complete classification of this Act to the
Code, see Short Title note set out under section 3301 of
Title 15 and Tables.

The date of the enactment of this clause, and such
date of enactment, referred to in subsec. (¢)(2)(B), prob-
ably mean the date of enactment of Pub. L. 101-508,
which amended subsec. (¢)(2)(B) of this section gener-
ally, and which was approved Nov. 5, 1990.

AMENDMENTS

1996—Subsec. (b)(6)(A). Pub. L. 104-188, §1205(d)(3),
substituted ‘‘section 27’ for ‘‘sections 27 and 28”’.

Subsec. (2)(1)(A). Pub. L. 104-188, §1207(a), substituted
“July 1, 1998 for ‘“‘January 1, 1997 and ‘‘January 1,
1997 for ‘“‘January 1, 1996”".

1992—Subsec. (g). Pub. L. 102-486 added subsec. (g).

1990—Subsec.  (b)(3)(A)(I)IAII). Pub. L. 101-508,
§11813(b)(1)(A), substituted ‘‘section 48(a)(4)(C)” for
‘“‘section 48(1)(11)(C)”.

Subsec. (b)(4). Pub. L. 101-508, §11813(b)(1)(B), sub-
stituted ‘‘section 49(b) or 50(a)’’ for ‘‘section 47 in two
places.

Subsec. (b)(5), (6). Pub. L. 101-508, §11501(c)(1), added
par. (5) and redesignated former par. (5) as (6).

Subsec. (¢)(1)(B) to (E). Pub. L. 101-508, §11816(a), in-
serted ‘‘and” at end of subpar. (B), substituted a period
for a comma at end of subpar. (C), and struck out sub-
par. (D) which related to qualifying processed wood
fuels, and subpar. (E) which related to steam produced
from solid agricultural byproducts (not including tim-
ber byproducts).

Subsec. (¢)(2)(B). Pub. L. 101-508, §11501(b)(1), amend-
ed subpar. (B) generally. Prior to amendment, subpar.
(B) read as follows: ‘“The term ‘gas produced from a
tight formation’ shall only include—

‘“(i) gas the price of which is regulated by the

United States, and

‘“(i1) gas for which the maximum lawful price appli-
cable under the Natural Gas Policy Act of 1978 is at
least 150 percent of the then applicable price under
section 103 of such Act.”

Subsec. (c)(3). Pub. L. 101-508, §11813(b)(1)(C), amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: “The term ‘biomass’ means any organic mate-
rial which is an alternate substance (as defined in sec-
tion 48(1)(3)(B)) other than coal (including lignite) or
any product of such coal.”

Subsec. (¢)(4). Pub. L. 101-508, §11816(b)(1), struck out
par. (4) ‘‘Qualifying processed wood fuel’’ which read as
follows:

‘““(A) IN GENERAL.—The term ‘qualifying processed
wood fuel’ means any processed solid wood fuel (other
than charcoal, fireplace products, or a product used for
ornamental or recreational purposes) which has a Btu
content per unit of volume or weight, determined with-
out regard to any nonwood elements, which is at least
40 percent greater per unit of volume or weight than
the Btu content of the wood from which it is produced
(determined immediately before the processing).

‘(B) ELECTION.—A taxpayer shall elect, at such time
and in such manner as the Secretary by regulations
may prescribe, as to whether Btu content per unit shall
be determined for purposes of this paragraph on a vol-
ume or weight basis. Any such election—

‘“(i) shall apply to all production from a facility;
and
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‘“(ii) shall be effective for the taxable year with re-
spect to which it is made and for all subsequent tax-
able years and, once made, may be revoked only with
the consent of the Secretary.”

Subsec. (¢)(5). Pub. L. 101-508, §11816(b)(1), struck out
par. (5) ‘‘Agricultural byproduct steam’ which read as
follows: ‘‘Steam produced from solid agricultural by-
products which is used by the taxpayer in his trade or
business shall be treated as having been sold by the
taxpayer to an unrelated person on the date on which
it is used.”

Subsec. (d)(4). Pub. L. 101-508, §11816(b)(2), amended
par. (4) generally, striking out ‘‘Special rules applica-
ble to” before ‘‘Gas’ in heading, redesignating former
subpar. (A) as par. (4), striking out subpar. (B) which
related to the reference price and application of phase-
out for Devonian shale, and making minor changes in
phraseology.

Subsec. (d)(5), (6). Pub. L. 101-508, §11816(b)(3), (4), re-
designated par. (6) as (5), substituted ‘‘subparagraph
(C)” for ‘‘subparagraph (C), (D), or (E)”’, and struck out
former par. (5) which read as follows: ‘‘In the case of a
facility for the production of—

““(A) qualifying processed wood fuel,
or

‘“(B) steam from solid agricultural byproducts,

paragraph (1) of subsection (b) shall not apply with re-
spect to the amount of the credit allowable under sub-
section (a) for fuels sold during the 3-year period begin-
ning on the date the facility is placed in service.”’

Subsec. (d)(7) to (9). Pub. L. 101-508, §11816(b)(3), re-
designated pars. (7) to (9) as (6) to (8), respectively.

Subsec. (f). Pub. L. 101-508, §11816(b)(5), amended sub-
sec. (f) generally, redesignating former par. (1) as sub-
sec. (f), making minor changes in phraseology, sub-
stituting par. (2) for former par. (1)(B) which read as
follows: ‘““‘which are sold after December 31, 1979, and be-
fore January 1, 2003.”, and striking out former par. (2)
which related to special rules applicable to qualified
processed wood and solid agricultural byproduct steam.

Subsec. (H)(1)(A)({), (ii). Pub. L. 101-508, §11501(a)(1),
substituted “1993” for *1991”.

Subsec. (f)(1)(B). Pub. L. 101-508, §11501(a)(2),
stituted 2003 for ‘‘2001’".

1988—Subsec. (£)(1)(A){),
stituted “1991” for ‘“1990*".

1986—Subsec. (b)(5). Pub. L. 99-514, §701(c)(3), amended
par. (5) generally. Prior to amendment, par. (5) read as
follows: ‘“The credit allowed by subsection (a) for a tax-
able year shall not exceed the taxpayer’s tax liability
for the taxable year (as defined in section 26(b)), re-
duced by the sum of the credits allowable under sub-
part A and sections 27 and 28.”

Subsec. (d)(8). Pub. L. 99-514, §1879(c)(1), inserted pro-
vision directing that a corporation which is a member
of an affiliated group of corporations filing a consoli-
dated return shall be treated as selling qualified fuels
to an unrelated person if such fuels are sold to such
person by another member of such group.

1984—Pub. L. 98-369, §471(c), renumbered section 44D
of this title as this section.

Subsec. (b)(1)(A). Pub. L. 98-369, §722(d)(1), sub-
stituted ‘““in which the sale occurs” for ‘‘in which the
taxable year begins’’.

Subsec. (b)(2). Pub. L. 98-369, §722(d)(2), substituted
“in which the sale occurs’ for ‘‘in which a taxable year
begins’’.

Subsec. (b)(5). Pub. L. 98-369, §612(e)(1), substituted
“section 26(b)”’ for ‘‘section 25(b)”’.

Pub. L. 98-369, §474(h), amended par. (b) generally,
substituting ‘‘shall not exceed the taxpayer’s tax liabil-
ity for the taxable year (as defined in section 25(b)), re-
duced by the sum of the credits allowable under sub-
part A and sections 27 and 28" for ‘‘shall not exceed the
tax imposed by this chapter for such taxable year, re-
duced by the sum of the credits allowable under a sec-
tion of this subpart having a lower number or letter
designation than this section, other than the credits al-
lowable by sections 31, 39, and 43. For purposes of the
preceding sentence, the term ‘tax imposed by this chap-

sub-

(ii). Pub. L. 100-647 sub-
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ter’ shall not include any tax treated as not imposed by
this chapter under the last sentence of section 53(a)’’.

1983—Subsec. (£)(1)(B), (2)(A){). Pub. L. 97-448 sub-
stituted ‘““December 31, 1979 for ‘‘December 3, 1979,

1982—Subsec. (d)(9). Pub. L. 97-354 substituted ‘‘Pass-
thru in the case of estates and trusts” for ‘‘Pass-
through in the case of subchapter S corporations, etc.”
in par. heading, and substituted provisions relating to
the applicability of rules similar to rules of subsec. (d)
of section 52 for provisions relating to the applicability
of rules similar to rules of subsecs. (d) and (e) of section
52.

1981—Subsec. (e). Pub. L. 97-34 substituted provisions
respecting application with the Natural Gas Policy Act
of 1978 for prior provision reading ‘‘If the taxpayer
makes an election under section 107(d) of the Natural
Gas Policy Act of 1978 to have subsections (a) and (b)
of section 107 of that Act, and subtitle B of title I of
that Act, apply with respect to gas described in sub-
section (c)(1)(B)(i) produced from any well on a prop-
erty, then the credit allowable by subsection (a) shall
not be allowed with respect to any gas produced on
that property.”’

EFFECTIVE DATE OF 1996 AMENDMENT

Section 1205(e) of Pub. L. 104-188 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 30, 38, 39, 45C, 53, 55, and 280C of this
title] shall apply to amounts paid or incurred in tax-
able years ending after June 30, 1996.”

Section 1207(b) of Pub. L. 104-188 provided that: ‘“The
amendment made by this section [amending this sec-
tion] shall take effect on the date of the enactment of
this Act [Aug. 20, 1996].”

EFFECTIVE DATE OF 1990 AMENDMENT

Section 11501(b)(2) of Pub. L. 101-508 provided that:
“The amendment made by paragraph (1) [amending this
section] shall apply to gas produced after December 31,
1990.”

Section 11501(c)(2) of Pub. L. 101-508 provided that:
‘““The amendment made by paragraph (1) [amending this
section] shall apply to taxable years beginning after
December 31, 1990.”

Section 11813(c) of Pub. L. 101-508 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [enacting section
50 of this title and amending this section and sections
38, 42, 46 to 49, 52, 55, 108, 145, 147, 168, 170, 179, 196, 280F,
312, 465, 469, 861, 865, 1016, 1033, 1245, 1274A, 1371, 1388 and
1503 of this title] shall apply to property placed in serv-
ice after December 31, 1990.

‘(2) EXCEPTIONS.—The amendments made by this sec-
tion shall not apply to—

‘“(A) any transition property (as defined in section
49(e) of the Internal Revenue Code of 1986 (as in effect
on the day before the date of the enactment of this
Act [Nov. 5, 1990]),

“(B) any property with respect to which qualified
progress expenditures were previously taken into ac-
count under section 46(d) of such Code (as so in ef-
fect), and

‘“(C) any property described in section 46(b)(2)(C) of
such Code (as so in effect).”

Section 11821(a) of Pub. L. 101-508 provided that: “Ex-
cept as otherwise provided in this part, the amend-
ments made by this part [part I (§§11801-11821) of sub-
title H of title XI of Pub. L. 101-508, see Tables for clas-
sification] shall take effect on the date of the enact-
ment of this Act [Nov. 5, 1990].”

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 701(c)(3) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
with certain exceptions and qualifications, see section
701(f) of Pub. L. 99-514, set out as an Effective Date note
under section 55 of this title.

Section 1879(c)(2) of Pub. L. 99-514 provided that:
““The amendment made by paragraph (1) [amending this
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section] shall take effect as if included in the amend-
ments made by section 231 of Public Law 96-223 [see Ef-
fective Date note below].”

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(h) of Pub. L. 98-369 appli-
cable to taxable years beginning after Dec. 31, 1983, and
to carrybacks from such years, see section 475(a) of
Pub. L. 98-369, set out as a note under section 21 of this
title.

Amendment by section 612(e)(1) of Pub. L. 98-369 ap-
plicable to interest paid or accrued after Dec. 31, 1984,
on indebtedness incurred after Dec. 31, 1984, see section
612(g) of Pub. L. 98-369, set out as an Effective Date
note under section 25 of this title.

Section 722(d)(3) of Pub. L. 98-369 provided that: ‘“The
amendments made by this subsection [amending this
section] shall apply to taxable years ending after De-
cember 31, 1979.”

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 97-448 effective, except as
otherwise provided, as if it had been included in the
provision of the Crude Oil Windfall Profit Tax Act of
1980, Pub. L. 96-223 to which such amendment relates,
see section 203(a) of Pub. L. 97-448, set out as a note
under section 6652 of this title.

EFFECTIVE DATE OF 1982 AMENDMENT

Amendment by Pub. L. 97-354 applicable to taxable
years beginning after Dec. 31, 1982, see section 6(a) of
Pub. L. 97-354, set out as an Effective Date note under
section 1361 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Section 611(b) of Pub. L. 97-34 provided that: ‘“The
amendment made by this section [amending this sec-
tion] shall apply to taxable years ending after Decem-
ber 31, 1979.”

EFFECTIVE DATE

Section 231(c) of Pub. L. 96-223 provided that: ‘“The
amendments made by this section [enacting this sec-
tion and amending section 6096 of this title] shall apply
to taxable years ending after December 31, 1979.”’

SAVINGS PROVISION

Section 11821(b) of Pub. L. 101-508 provided that: ‘“‘If—
‘(1) any provision amended or repealed by this part
[part I (§§11801-11821) of subtitle H of title XI of Pub.
L. 101-508, see Tables for classification] applied to—
‘“(A) any transaction occurring before the date of
the enactment of this Act [Nov. 5, 1990],
‘(B) any property acquired before such date of en-
actment, or
‘(C) any item of income, loss, deduction, or credit
taken into account before such date of enactment,
and
‘“(2) the treatment of such transaction, property, or
item under such provision would (without regard to
the amendments made by this part) affect liability
for tax for periods ending after such date of enact-
ment,
nothing in the amendments made by this part shall be
construed to affect the treatment of such transaction,
property, or item for purposes of determining liability
for tax for periods ending after such date of enact-
ment.”’

APPLICABILITY OF CERTAIN AMENDMENTS BY PUB. L.
99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section 701(c)(3) of
Pub. L. 99-514 notwithstanding any treaty obligation of
the United States in effect on Oct. 22, 1986, with provi-
sion that for such purposes any amendment by title I
of Pub. L. 100-647 be treated as if it had been included
in the provision of Pub. L. 99-514 to which such amend-
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ment relates, see section 1012(aa)(2), (4) of Pub. L.
100-647, set out as a note under section 861 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XTI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 30, 43, 53, 55,
613A, 772 of this title; title 42 section 13317.

§ 30. Credit for qualified electric vehicles
(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
an amount equal to 10 percent of the cost of any
qualified electric vehicle placed in service by
the taxpayer during the taxable year.

(b) Limitations
(1) Limitation per vehicle

The amount of the credit allowed under sub-
section (a) for any vehicle shall not exceed
$4,000.

(2) Phaseout

In the case of any qualified electric vehicle
placed in service after December 31, 2001, the
credit otherwise allowable under subsection
(a) (determined after the application of para-
graph (1)) shall be reduced by—

(A) 25 percent in the case of property

placed in service in calendar year 2002,

(B) 50 percent in the case of property
placed in service in calendar year 2003, and

(C) 75 percent in the case of property
placed in service in calendar year 2004.

(3) Application with other credits

The credit allowed by subsection (a) for any
taxable year shall not exceed the excess (if
any) of—

(A) the regular tax for the taxable year re-
duced by the sum of the credits allowable
under subpart A and sections 27 and 29,
over—

(B) the tentative minimum tax for the tax-
able year.

(c) Qualified electric vehicle
For purposes of this section—
(1) In general

The term ‘‘qualified electric vehicle’’ means
any motor vehicle—

(A) which is powered primarily by an elec-
tric motor drawing current from recharge-
able batteries, fuel cells, or other portable
sources of electrical current,

(B) the original use of which commences
with the taxpayer, and

(C) which is acquired for use by the tax-
payer and not for resale.

(2) Motor vehicle

For purposes of paragraph (1), the term
“motor vehicle’” means any vehicle which is
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manufactured primarily for use on public
streets, roads, and highways (not including a
vehicle operated exclusively on a rail or rails)
and which has at least 4 wheels.

(d) Special rules
(1) Basis reduction

The basis of any property for which a credit
is allowable under subsection (a) shall be re-
duced by the amount of such credit (deter-
mined without regard to subsection (b)(3)).

(2) Recapture

The Secretary shall, by regulations, provide
for recapturing the benefit of any credit allow-
able under subsection (a) with respect to any
property which ceases to be property eligible
for such credit.

(3) Property used outside United States, etc.,
not qualified

No credit shall be allowed under subsection
(a) with respect to any property referred to in
section 50(b) or with respect to the portion of
the cost of any property taken into account
under section 179.

(4) Election to not take credit

No credit shall be allowed under subsection
(a) for any vehicle if the taxpayer elects to not
have this section apply to such vehicle.
(e) Termination

This section shall not apply to any property
placed in service after December 31, 2004.

(Added Pub. L. 102-486, title XIX, §1913(b)(1),
Oct. 24, 1992, 106 Stat. 3019; amended Pub. L.
104-188, title I, §§1205(d)(4), 1704(j)(4)(A), Aug. 20,
1996, 110 Stat. 1776, 1881.)

PRIOR PROVISIONS

A prior section 30 was renumbered section 41 of this
title.

AMENDMENTS

1996—Subsec. (b)(3)(A). Pub. L. 104-188, §1205(d)(4),
substituted ‘‘sections 27 and 29’ for ‘‘sections 27, 28, and
297,

Subsec. (d)(1). Pub. L. 104-188, §1704(j)(4)(A)(1), in-
serted ‘‘(determined without regard to subsection
(b)(3))”’ before period at end.

Subsec. (d)(4). Pub. L. 104-188, §1704(j)(4)(A)(ii), added
par. (4).

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 1205(d)(4) of Pub. L. 104-188 ap-
plicable to amounts paid or incurred in taxable years
ending after June 30, 1996, see section 1205(e) of Pub. L.
104-188, set out as a note under section 29 of this title.

EFFECTIVE DATE

Section 1913(c) of Pub. L. 102-486 provided that: ‘“The
amendments made by this section [enacting this sec-
tion and 179A of this title and amending sections 53, 55,
62, and 1016 of this title] shall apply to property placed
in service after June 30, 1993.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 53, 55, 179A,

1016, 6501 of this title.

§ 30A. Puerto Rico economic activity credit
(a) Allowance of credit
(1) In general

Except as otherwise provided in this section,
if the conditions of both paragraph (1) and
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paragraph (2) of subsection (b) are satisfied
with respect to a qualified domestic corpora-
tion, there shall be allowed as a credit against
the tax imposed by this chapter an amount
equal to the portion of the tax which is attrib-
utable to the taxable income, from sources
without the United States, from—
(A) the active conduct of a trade or busi-
ness within Puerto Rico, or
(B) the sale or exchange of substantially
all of the assets used by the taxpayer in the
active conduct of such trade or business.

In the case of any taxable year beginning after
December 31, 2001, the aggregate amount of
taxable income taken into account under the
preceding sentence (and in applying subsection
(d)) shall not exceed the adjusted base period
income of such corporation, as determined in
the same manner as under section 936(j).

(2) Qualified domestic corporation

For purposes of paragraph (1), the term
“‘qualified domestic corporation’ means a do-
mestic corporation—

(A) which is an existing credit claimant
with respect to Puerto Rico, and

(B) with respect to which section
936(a)(4)(B) does not apply for the taxable
year.

(3) Separate application

For purposes of determining—
(A) whether a taxpayer is an existing cred-
it claimant with respect to Puerto Rico, and
(B) the amount of the credit allowed under
this section,

this section (and so much of section 936 as re-
lates to this section) shall be applied sepa-
rately with respect to Puerto Rico.

(b) Conditions which must be satisfied

The conditions referred to in subsection (a)
are—

(1) 3-year period

If 80 percent or more of the gross income of
the qualified domestic corporation for the 3-
year period immediately preceding the close of
the taxable year (or for such part of such pe-
riod immediately preceding the close of such
taxable year as may be applicable) was derived
from sources within a possession (determined
without regard to section 904(f)).

(2) Trade or business

If 75 percent or more of the gross income of
the qualified domestic corporation for such pe-
riod or such part thereof was derived from the
active conduct of a trade or business within a
possession.

(c) Credit not allowed against certain taxes

The credit provided by subsection (a) shall not
be allowed against the tax imposed by—

(1) section b9A (relating to environmental
tax),

(2) section 531 (relating to the tax on accu-
mulated earnings),

(3) section 541 (relating to personal holding
company tax), or

(4) section 1351 (relating to recoveries of for-
eign expropriation losses).
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(d) Limitations on credit for active business in-
come

The amount of the credit determined under
subsection (a) for any taxable year shall not ex-
ceed the sum of the following amounts:

(1) 60 percent of the sum of—

(A) the aggregate amount of the qualified
domestic corporation’s qualified possession
wages for such taxable year, plus

(B) the allocable employee fringe benefit
expenses of the qualified domestic corpora-
tion for such taxable year.

(2) The sum of—

(A) 15 percent of the depreciation allow-
ances for the taxable year with respect to
short-life qualified tangible property,

(B) 40 percent of the depreciation allow-
ances for the taxable year with respect to
medium-life qualified tangible property, and

(C) 65 percent of the depreciation allow-
ances for the taxable year with respect to
long-life qualified tangible property.

(3) If the qualified domestic corporation does
not have an election to use the method de-
scribed in section 936(h)(5)(C)(ii) (relating to
profit split) in effect for the taxable year, the
amount of the qualified possession income
taxes for the taxable year allocable to non-
sheltered income.

(e) Administrative provisions

For purposes of this title—

(1) the provisions of section 936 (including
any applicable election thereunder) shall
apply in the same manner as if the credit
under this section were a credit under section
936(a)(1)(A) for a domestic corporation to
which section 936(a)(4)(A) applies,

(2) the credit under this section shall be
treated in the same manner as the credit
under section 936, and

(3) a corporation to which this section ap-
plies shall be treated in the same manner as if
it were a corporation electing the application
of section 936.

(f) Definitions

For purposes of this section, any term used in
this section which is also used in section 936
shall have the same meaning given such term by
section 936.

(g) Application of section

This section shall apply to taxable years be-
ginning after December 31, 1995, and before Jan-
uary 1, 2006.

(Added Pub. L. 104-188, title I, §1601(b)(1), Aug.
20, 1996, 110 Stat. 1830; amended Pub. L. 105-34,
title XVI, §1601(f)(1)(A), Aug. 5, 1997, 111 Stat.
1090.)

AMENDMENTS

1997—Pub. L. 105-34 substituted ‘‘Puerto Rico” for
“Puerto Rican” in section catchline.

EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by Pub. L. 105-34 effective as if included
in the provisions of the Small Business Job Protection
Act of 1996, Pub. L. 104-188, to which it relates, see sec-
tion 1601(j) of Pub. L. 105-34, set out as a note under
section 23 of this title.
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EFFECTIVE DATE

Section 1601(c) of Pub. L. 104-188 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [enacting this
section and amending sections 55, 56, 59, and 936 of this
title] shall apply to taxable years beginning after De-
cember 31, 1995.

‘“(2) SPECIAL RULE FOR QUALIFIED POSSESSION SOURCE
INVESTMENT INCOME.—The amendments made by this
section shall not apply to qualified possession source
investment income received or accrued before July 1,
1996, without regard to the taxable year in which re-
ceived or accrued.

€“(3) SPECIAL TRANSITION RULE FOR PAYMENT OF ESTI-
MATED TAX INSTALLMENT.—In determining the amount
of any installment due under section 6655 of the Inter-
nal Revenue Code of 1986 after the date of the enact-
ment of this Act [Aug. 20, 1996] and before October 1,
1996, only Y2 of any increase in tax (for the taxable year
for which such installment is made) by reason of the
amendments made by subsections (a) and (b) [enacting
this section and amending sections 55, 56, 59, and 936 of
this title] shall be taken into account. Any reduction
in such installment by reason of the preceding sentence
shall be recaptured by increasing the next required in-
stallment for such year by the amount of such reduc-
tion.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 55, 56, 59, 936 of
this title.

SUBPART C—REFUNDABLE CREDITS

Sec.
31. Tax withheld on wages.
32. Earned income.
33. Tax withheld at source on nonresident aliens
and foreign corporations.
34. Certain uses of gasoline and special fuels.
35. Overpayments of tax.
AMENDMENTS

1984—Pub. L. 98-369, div. A, title IV, §471(b), July 18,
1984, 98 Stat. 826, added subpart C heading and analysis
of sections for subpart C consisting of items 31, 32 (for-
merly 43), 33 (formerly 32), 34 (formerly 39), and 35 (for-
merly 45). Former subpart C, setting out the rules for
computing credit for expenses of work incentive pro-
grams, was repealed.

SUBPART REFERRED TO IN OTHER SECTIONS
This subpart is referred to in sections 24, 1397E, 6096,
6401 of this title.

§31. Tax withheld on wages

(a) Wage withholding for income tax purposes
(1) In general

The amount withheld as tax under chapter
24 shall be allowed to the recipient of the in-
come as a credit against the tax imposed by
this subtitle.

(2) Year of credit

The amount so withheld during any calendar
year shall be allowed as a credit for the tax-
able year beginning in such calendar year. If
more than one taxable year begins in a cal-
endar year, such amount shall be allowed as a
credit for the last taxable year so beginning.

(b) Credit for special refunds of social security
tax

(1) In general

The Secretary may prescribe regulations
providing for the crediting against the tax im-
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posed by this subtitle of the amount deter-
mined by the taxpayer or the Secretary to be
allowable under section 6413(c) as a special re-
fund of tax imposed on wages. The amount al-
lowed as a credit under such regulations shall,
for purposes of this subtitle, be considered an
amount withheld at source as tax under sec-
tion 3402.

(2) Year of credit

Any amount to which paragraph (1) applies
shall be allowed as a credit for the taxable
year beginning in the calendar year during
which the wages were received. If more than
one taxable year begins in the calendar year,
such amount shall be allowed as a credit for
the last taxable year so beginning.

(¢) Special rule for backup withholding

Any credit allowed by subsection (a) for any
amount withheld under section 3406 shall be al-
lowed for the taxable year of the recipient of the
income in which the income is received.

(Aug. 16, 1954, ch. 736, 68A Stat. 12; Oct. 4, 1976,
Pub. L. 94-455, title XIX, §1906(b)(13)(D), 90 Stat.
1834; Sept. 3, 1982, Pub. L. 97-248, title III,
§§302(a), 308(a), 96 Stat. 585, 591; Oct. 19, 1982,
Pub. L. 97-354, §3(i)(4), 96 Stat. 1691; Jan. 12, 1983,
Pub. L. 97-448, title III, §306(b)(1), 96 Stat. 2405;
Aug. 5, 1983, Pub. L. 98-67, title I, §§102(a),
104(d)(2), 97 Stat. 369, 379; July 18, 1984, Pub. L.

98-369, div. A, title IV, §471(c), title VII,
§714(j)(2), 98 Stat. 826, 962.)
AMENDMENTS

1984—Subsec. (a)(1). Pub. L. 98-369, §714(j)(2), sub-
stituted ‘‘as tax under chapter 24 for ‘‘under section
3402 as tax on the wages of any individual’’.

1983—Pub. L. 98-67 added subsec. (c) and repealed
amendments made by Pub. L. 97-248. See 1982 Amend-
ment note below.

Pub. L. 97-448 amended subsec. (d) generally. See 1982
Amendment note below.

1982—Pub. L. 97-248, as amended by Pub. L. 97-354 and
Pub. L. 97-448, amended section generally, applicable to
payments of interest, dividends, and patronage divi-
dends paid or credited after June 30, 1983. Section
102(a), (b) of Pub. L. 98-67, title I, Aug. 5, 1983, 97 Stat.
369, repealed subtitle A (§§301-308) of title III of Pub. L.
97-248 as of the close of June 30, 1983, and provided that
the Internal Revenue Code of 1954 [now 1986] [this title]
shall be applied and administered (subject to certain
exceptions) as if such subtitle A (and the amendments
made by such subtitle A) had not been enacted.

1976—Subsec. (b)(1). Pub. L. 94-455 struck out ‘‘or his
delegate’ after ‘“‘The Secretary’” and ‘‘(or his dele-
gate)’’ after ‘‘taxpayer or the Secretary’’.

EFFECTIVE DATE OF 1984 AMENDMENT

Section 715 of Pub. L. 98-369 provided that: ‘“Any
amendment made by this subtitle [subtitle A (§§711-715)
of title VII of Pub. L. 98-369, see Tables for classifica-
tion] shall take effect as if included in the provision of
the Tax Equity and Fiscal Responsibility Act of 1982
[Pub. L. 97-248] to which such amendment relates.”’

EFFECTIVE DATE OF 1983 AMENDMENTS

Section 110 of title I of Pub. L. 98-67 provided that:

‘‘(a) GENERAL RULE.—Except as otherwise provided in
this section, the amendments made by this title [enact-
ing sections 3406 and 6705 of this title, amending this
section and sections 274, 275, 643, 661, 3402, 3403, 3502,
3507, 6011, 6013, 6015, 6042, 6044, 6049, 6051, 6365, 6401, 6413,
6652, 6653, 6654, 6676, 6678, 6682, 7205, 7215, 7431, 7654, and
7701 of this title, repealing sections 3451 to 3456 of this
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title, enacting provisions set out as notes under sec-
tions 1, 34561, and 6011 of this title, and repealing provi-
sions set out as a note under section 3451 of this title]
shall apply with respect to payments made after De-
cember 31, 1983.

“(b) SECTION 102.—The amendments made by section
102 [amending this section and sections 274, 275, 643, 661,
3403, 3502, 3507, 6013, 6015, 6042, 6044, 6049, 6051, 6365, 6401,
6413, 6654, 6682, 7205, 7215, 7654, and 7701 of this title, re-
pealing sections 3451 to 3456 of this title, enacting pro-
visions set out as a note under section 3451 of this title,
and repealing provisions set out as a note under section
3451 of this title] shall take effect as of the close of
June 30, 1983.

‘‘(c) SECTIONS 104(b) AND 107.—The amendments made
by sections 104(b) and 107 [amending sections 6682, 7205,
and 7431 of this title] shall take effect on the date of
the enactment of this Act [Aug. 5, 1983].”

Section 311(d) of Pub. L. 97-448 provided that: ‘“The
amendments made by section 306 [amending this sec-
tion and sections 48, 55, 263, 291, 312, 338, 401, 501, 1232,
6038A, 6226, 6228, 6679, and 7701 of this title, enacting
provisions set out as notes under sections 338 and 1232
of this title, and amending provisions set out as notes
under sections 56, 72, 101, 103, 168, 302, 311, 338, 415, 907,
and 5701 of this title] shall take effect as if included in
the provisions of the Tax Equity and Fiscal Respon-
sibility Act of 1982 [Pub. L. 97-248] to which such
amendments relate.”

CONSTRUCTION OF AMENDMENT BY TITLE VII OF
DIVISION A OF PUB. L. 98-369

Section 701 of title VII of div. A of Pub. L. 98-369 pro-
vided that: ‘“‘For purposes of applying the amendments
made by any title of this Act [see Tables for classifica-
tion] other than this title, the provisions of this title
shall be treated as having been enacted immediately
before the provisions of such other titles.”

CROSS REFERENCES

Amount allowable as credit under this section ex-
ceeding taxes imposed by chapter 1 considered as over-
payment, see section 6401 of this title.

Time tax collected at source deemed paid, see section
6513 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 643, 874, 995,
3406, 3510, 6211, 6413, 6513, 66564 of this title.

§32. Earned income

(a) Allowance of credit
(1) In general

In the case of an eligible individual, there
shall be allowed as a credit against the tax im-
posed by this subtitle for the taxable year an
amount equal to the credit percentage of so
much of the taxpayer’s earned income for the
taxable year as does not exceed the earned in-
come amount.

(2) Limitation

The amount of the credit allowable to a tax-
payer under paragraph (1) for any taxable year
shall not exceed the excess (if any) of—

(A) the credit percentage of the earned in-
come amount, over

(B) the phaseout percentage of so much of
the modified adjusted gross income (or, if
greater, the earned income) of the taxpayer
for the taxable year as exceeds the phaseout
amount.

(b) Percentages and amounts
For purposes of subsection (a)—
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(1) Percentages

The credit percentage and the phaseout per-
centage shall be determined as follows:

(A) In general

In the case of taxable years beginning
after 1995:

. The
In the case of an eligible The credit phaseout
individual with: pereg{tage perct_enta.ge
: is:
1 qualifying child ......... 34 i 15.98
2 or more qualifying 40 i 21.06
children.

No qualifying children 7.65 .oevnennnn 7.65

(B) Transitional percentages for 1995

In the case of taxable years beginning in
1995:

: The
In the case of an eligible The cr§d1t phaseout
individual with: perciesn_ age percentage
: is:
1 qualifying child ......... 34 i, 15.98
2 or more qualifying 36 it 20.22
children.

No qualifying children 765 ceeeeenen. 7.65

(C) Transitional percentages for 1994

In the case of a taxable year beginning in
1994:

: The
In the case of an eligible Telllﬂgéfsglg phaseout
individual with: p is: g percentage
: is:
1 qualifying child ......... 26.3 i 15.98
2 or more qualifying 30 i 17.68
children.
No qualifying children 765 ceeeennen. 7.65
(2) Amounts

The earned income amount and the phaseout
amount shall be determined as follows:

o The earned The
In the case ofamelemble  ncome  phaseout
amount is: amount is:
1 qualifying child ......... $6,330 ........... $11,610
2 or more qualifying $8,890 ........... $11,610
children.
No qualifying children $4,220 ........... $5,280

(c) Definitions and special rules
For purposes of this section—
(1) Eligible individual

(A) In general

The term ‘‘eligible individual’”’ means—

(i) any individual who has a qualifying
child for the taxable year, or

(ii) any other individual who does not
have a qualifying child for the taxable
year, if—

(I) such individual’s principal place of
abode is in the United States for more
than one-half of such taxable year,

(IT) such individual (or, if the individ-
ual is married, either the individual or
the individual’s spouse) has attained age
25 but not attained age 65 before the
close of the taxable year, and

(ITT) such individual is not a dependent
for whom a deduction is allowable under
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section 151 to another taxpayer for any
taxable year beginning in the same cal-
endar year as such taxable year.

For purposes of the preceding sentence,

marital status shall be determined under

section 7703.
(B) Qualifying child ineligible

If an individual is the qualifying child of a
taxpayer for any taxable year of such tax-
payer beginning in a calendar year, such in-
dividual shall not be treated as an eligible
individual for any taxable year of such indi-
vidual beginning in such calendar year.

(C) 2 or more eligible individuals

If 2 or more individuals would (but for this
subparagraph and after application of sub-
paragraph (B)) be treated as eligible individ-
uals with respect to the same qualifying
child for taxable years beginning in the
same calendar year, only the individual with
the highest modified adjusted gross income
for such taxable years shall be treated as an
eligible individual with respect to such
qualifying child.

(D) Exception for individual claiming bene-
fits under section 911

The term ‘‘eligible individual” does not in-
clude any individual who claims the benefits
of section 911 (relating to citizens or resi-
dents living abroad) for the taxable year.

(E) Limitation on eligibility of nonresident
aliens

The term ‘‘eligible individual’” shall not
include any individual who is a nonresident
alien individual for any portion of the tax-
able year unless such individual is treated
for such taxable year as a resident of the
United States for purposes of this chapter by
reason of an election under subsection (g) or
(h) of section 6013.

(F) Identification number requirement

The term ‘‘eligible individual” does not in-
clude any individual who does not include on
the return of tax for the taxable year—

(i) such individual’s taxpayer identifica-
tion number, and

(ii) if the individual is married (within
the meaning of section 7703), the taxpayer
identification number of such individual’s
spouse.

(2) Earned income

(A) The term ‘‘earned income’ means—

(i) wages, salaries, tips, and other em-
ployee compensation, plus

(ii) the amount of the taxpayer’s net earn-
ings from self-employment for the taxable
year (within the meaning of section 1402(a)),
but such net earnings shall be determined
with regard to the deduction allowed to the
taxpayer by section 164(f).

(B) For purposes of subparagraph (A)—

(i) the earned income of an individual shall
be computed without regard to any commu-
nity property laws,

(ii) no amount received as a pension or an-
nuity shall be taken into account,
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(iii) no amount to which section 871(a) ap-
plies (relating to income of nonresident
alien individuals not connected with United
States business) shall be taken into account,

(iv) no amount received for services pro-
vided by an individual while the individual
is an inmate at a penal institution shall be
taken into account, and

(v) no amount described in subparagraph
(A) received for service performed in work
activities as defined in paragraph (4) or (7) of
section 407(d) of the Social Security Act to
which the taxpayer is assigned under any
State program under part A of title IV of
such Act, but only to the extent such
amount is subsidized under such State pro-
gram.

(3) Qualifying child
(A) In general

The term ‘‘qualifying child” means, with
respect to any taxpayer for any taxable
year, an individual—

(i) who bears a relationship to the tax-
payer described in subparagraph (B),

(ii) except as provided in subparagraph
(B)(iii), who has the same principal place
of abode as the taxpayer for more than
one-half of such taxable year,

(iii) who meets the age requirements of
subparagraph (C), and

(iv) with respect to whom the taxpayer
meets the identification requirements of
subparagraph (D).

(B) Relationship test

(i) In general

An individual bears a relationship to the
taxpayer described in this subparagraph if
such individual is—

(I) a son or daughter of the taxpayer,
or a descendant of either,
(IT) a stepson or stepdaughter of the
taxpayer, or
(ITIT) an eligible foster child of the tax-
payer.
(ii) Married children

Clause (i) shall not apply to any individ-
ual who is married as of the close of the
taxpayer’s taxable year unless the tax-
payer is entitled to a deduction under sec-
tion 151 for such taxable year with respect
to such individual (or would be so entitled
but for paragraph (2) or (4) of section
152(e)).

(iii) Eligible foster child

For purposes of clause (i)(III), the term
‘“eligible foster child” means an individual
not described in clause (i)(I) or (II) who—

(I) the taxpayer cares for as the tax-
payer’s own child, and
(IT) has the same principal place of
abode as the taxpayer for the taxpayer’s
entire taxable year.
(iv) Adoption

For purposes of this subparagraph, a
child who is legally adopted, or who is
placed with the taxpayer by an authorized
placement agency for adoption by the tax-
payer, shall be treated as a child by blood.
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(C) Age requirements

An individual meets the requirements of
this subparagraph if such individual—

(i) has not attained the age of 19 as of
the close of the calendar year in which the
taxable year of the taxpayer begins,

(ii) is a student (as defined in section
151(c)(4)) who has not attained the age of 24
as of the close of such calendar year, or

(iii) is permanently and totally disabled
(as defined in section 22(e)(3)) at any time
during the taxable year.

(D) Identification requirements
(i) In general

The requirements of this subparagraph
are met if the taxpayer includes the name,
age, and TIN of each qualifying child
(without regard to this subparagraph) on
the return of tax for the taxable year.

(ii) Other methods

The Secretary may prescribe other
methods for providing the information de-
scribed in clause (i).

(E) Abode must be in the United States

The requirements of subparagraphs (A)(ii)
and (B)(iii)(II) shall be met only if the prin-
cipal place of abode is in the United States.
(4) Treatment of military personnel stationed
outside the United States

For purposes of paragraphs (1)(A)@{i)(I) and
(3)(RE), the principal place of abode of a mem-
ber of the Armed Forces of the United States
shall be treated as in the United States during
any period during which such member is sta-
tioned outside the United States while serving
on extended active duty with the Armed
Forces of the United States. For purposes of
the preceding sentence, the term ‘‘extended
active duty’” means any period of active duty
pursuant to a call or order to such duty for a
period in excess of 90 days or for an indefinite
period.
(5) Modified adjusted gross income

(A) In general

The term ‘‘modified adjusted gross in-
come’” means adjusted gross income deter-
mined without regard to the amounts de-
scribed in subparagraph (B).

(B) Certain amounts disregarded

An amount is described in this subpara-
graph if it is—

(i) the amount of losses from sales or ex-
changes of capital assets in excess of gains
from such sales or exchanges to the extent
such amount does not exceed the amount
under section 1211(b)(1),

(ii) the net loss from estates and trusts,

(iii) the excess (if any) of amounts de-
scribed in subsection (i)(2)(C)(ii) over the
amounts described in subsection (i)(2)(C)(i)
(relating to nonbusiness rents and royal-
ties),

(iv) 75 percent of the net loss from the
carrying on of trades or businesses, com-
puted separately with respect to—

(I) trades or businesses (other than
farming) conducted as sole proprietor-
ships,
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(IT) trades or businesses of farming
conducted as sole proprietorships, and
(ITI) other trades or businesses?!

(v) interest received or accrued during
the taxable year which is exempt from tax
imposed by this chapter, and

(vi) amounts received as a pension or an-
nuity, and any distributions or payments
received from an individual retirement
plan, by the taxpayer during the taxable
year to the extent not included in gross in-
come.

For purposes of clause (iv), there shall not
be taken into account items which are at-
tributable to a trade or business which con-
sists of the performance of services by the
taxpayer as an employee. Clause (vi) shall
not include any amount which is not includ-
ible in gross income by reason of section
402(c), 403(a)(4), 403(b), 408(d)(3), (4), or (b), or
457(e)(10).
(d) Married individuals

In the case of an individual who is married
(within the meaning of section 7703), this section
shall apply only if a joint return is filed for the
taxable year under section 6013.

(e) Taxable year must be full taxable year

Except in the case of a taxable year closed by
reason of the death of the taxpayer, no credit
shall be allowable under this section in the case
of a taxable year covering a period of less than
12 months.

(f) Amount of credit to be determined under
tables

(1) In general

The amount of the credit allowed by this
section shall be determined under tables pre-
scribed by the Secretary.

(2) Requirements for tables

The tables prescribed under paragraph (1)
shall reflect the provisions of subsections (a)
and (b) and shall have income brackets of not
greater than $50 each—

(A) for earned income between $0 and the
amount of earned income at which the credit
is phased out under subsection (b), and

(B) for modified adjusted gross income be-
tween the dollar amount at which the phase-
out begins under subsection (b) and the
amount of modified adjusted gross income at
which the credit is phased out under sub-
section (b).

(g) Coordination with advance payments of
earned income credit
(1) Recapture of excess advance payments

If any payment is made to the individual by
an employer under section 3507 during any cal-
endar year, then the tax imposed by this chap-
ter for the individual’s last taxable year begin-
ning in such calendar year shall be increased
by the aggregate amount of such payments.

(2) Reconciliation of payments advanced and
credit allowed

Any increase in tax under paragraph (1) shall
not be treated as tax imposed by this chapter

180 in original. Probably should be followed by a comma.
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for purposes of determining the amount of any
credit (other than the credit allowed by sub-
section (a)) allowable under this subpart.
(h) Reduction of credit to taxpayers subject to al-
ternative minimum tax

The credit allowed under this section for the
taxable year shall be reduced by the amount of
tax imposed by section 55 (relating to alter-
native minimum tax) with respect to such tax-
payer for such taxable year.

(i) Denial of credit for individuals having exces-
sive investment income

(1) In general

No credit shall be allowed under subsection
(a) for the taxable year if the aggregate
amount of disqualified income of the taxpayer
for the taxable year exceeds $2,200.

(2) Disqualified income

For purposes of paragraph (1), the term ‘‘dis-
qualified income” means—

(A) interest or dividends to the extent in-
cludible in gross income for the taxable
year,

(B) interest received or accrued during the
taxable year which is exempt from tax im-
posed by this chapter,

(C) the excess (if any) of—

(i) gross income from rents or royalties
not derived in the ordinary course of a
trade or business, over

(ii) the sum of—

(I) the deductions (other than interest)
which are clearly and directly allocable
to such gross income, plus

(IT) interest deductions properly allo-
cable to such gross income,

(D) the capital gain net income (as defined
in section 1222) of the taxpayer for such tax-
able year, and

(E) the excess (if any) of—

(i) the aggregate income from all passive
activities for the taxable year (determined
without regard to any amount included in
earned income under subsection (¢)(2) or
described in a preceding subparagraph),
over

(ii) the aggregate losses from all passive
activities for the taxable year (as so deter-
mined).

For purposes of subparagraph (E), the term
“‘passive activity’ has the meaning given such
term by section 469.

(j) Inflation adjustments
(1) In general

In the case of any taxable year beginning
after 1996, each of the dollar amounts in sub-
sections (b)(2) and (i)(1) shall be increased by
an amount equal to—

(A) such dollar amount, multiplied by

(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-

mined by substituting ‘‘calendar year 1995

for ‘“‘calendar year 1992’ in subparagraph (B)

thereof.

(2) Rounding

(A) In general

If any dollar amount in subsection (b)(2),
after being increased under paragraph (1), is
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not a multiple of $10, such dollar amount
shall be rounded to the nearest multiple of
$10.

(B) Disqualified income threshold amount

If the dollar amount in subsection (i)(1),
after being increased under paragraph (1), is
not a multiple of $560, such amount shall be
rounded to the next lowest multiple of $50.

(k) Restrictions on taxpayers who improperly
claimed credit in prior year

(1) Taxpayers making prior fraudulent or reck-
less claims

(A) In general

No credit shall be allowed under this sec-
tion for any taxable year in the disallowance
period.

(B) Disallowance period

For purposes of paragraph (1), the dis-
allowance period is—

(i) the period of 10 taxable years after
the most recent taxable year for which
there was a final determination that the
taxpayer’s claim of credit under this sec-
tion was due to fraud, and

(ii) the period of 2 taxable years after the
most recent taxable year for which there
was a final determination that the tax-
payer’s claim of credit under this section
was due to reckless or intentional dis-
regard of rules and regulations (but not
due to fraud).

(2) Taxpayers making improper prior claims

In the case of a taxpayer who is denied cred-
it under this section for any taxable year as a
result of the deficiency procedures under sub-
chapter B of chapter 63, no credit shall be al-
lowed under this section for any subsequent
taxable year unless the taxpayer provides such
information as the Secretary may require to
demonstrate eligibility for such credit.

() Coordination with certain means-tested pro-
grams

For purposes of—

(1) the United States Housing Act of 1937,

(2) title V of the Housing Act of 1949,

(3) section 101 of the Housing and Urban De-
velopment Act of 1965,

(4) sections 221(d)(3), 235, and 236 of the Na-
tional Housing Act, and

(5) the Food Stamp Act of 1977,

any refund made to an individual (or the spouse
of an individual) by reason of this section, and
any payment made to such individual (or such
spouse) by an employer under section 3507, shall
not be treated as income (and shall not be taken
into account in determining resources for the
month of its receipt and the following month).

(m) 2 Identification numbers

Solely for purposes of subsections (¢)(1)(F) and
(©)3)(D), a taxpayer identification number
means a social security number issued to an in-
dividual by the Social Security Administration
(other than a social security number issued pur-
suant to clause (II) (or that portion of clause
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TITLE 26—INTERNAL REVENUE CODE

Page 84

(IIT) that relates to clause (II)) of section
205(c)(2)(B)(i) of the Social Security Act).

(m) 2 Supplemental child credit
(1) In general

In the case of a taxpayer with respect to
whom a credit is allowed under section 24 for
the taxable year, there shall be allowed as a
credit under this section an amount equal to
the supplemental child credit (if any) deter-
mined for such taxpayer for such taxable year
under paragraph (2). Such credit shall be in ad-
dition to the credit allowed under subsection
(a).

(2) Supplemental child credit

For purposes of this subsection, the supple-
mental child credit is an amount equal to the
excess (if any) of—

(A) the amount determined under section
24(d)(1)(A), over

(B) the amount determined under section
24(A)(1)(B).

The amounts referred to in subparagraphs (A)
and (B) shall be determined as if section 24(d)
applied to all taxpayers.

(3) Coordination with section 24

The amount of the credit under section 24
shall be reduced by the amount of the credit
allowed under this subsection.

(Added Pub. L. 94-12, title II, §204(a), Mar. 29,
1975, 89 Stat. 30, §43; amended Pub. L. 94-164,
§2(c), Dec. 23, 1975, 89 Stat. 971; Pub. L. 94-455,
title IV, §401(c)(1)(B), (2), Oct. 4, 1976, 90 Stat.
1557; Pub. L. 95-600, title I, §§104(a)-(e), 105(a),
Nov. 6, 1978, 92 Stat. 2772, 2773; Pub. L. 95-615,
§202(g)(5), formerly §202(f)(5), Nov. 8, 1978, 92
Stat. 3100, renumbered §202(g)(5) and amended
Pub. L. 96-222, title I, §§101(a)1), 2)(E),
108(a)(1)(A), Apr. 1, 1980, 94 Stat. 194, 195, 223;
Pub. L. 97-34, title I, §§111(b)(2), 112(b)(3), Aug.
13, 1981, 95 Stat. 194, 195; Pub. L. 98-21, title I,
§124(c)(4)(B), Apr. 20, 1983, 97 Stat. 91; renum-
bered §32 and amended Pub. L. 98-369, div. A,
title IV, §§423(c)(3), 471(c), title X, §1042(a)-(d)(2),
July 18, 1984, 98 Stat. 801, 826, 1043; Pub. L. 99-514,
title I, §§104(b)(1)(B), 11l(a)-(d)(1), title XII,
§1272(d)(4), title XIII, §1301(j)(8), Oct. 22, 1986, 100
Stat. 2104, 2107, 2594, 2658; Pub. L. 100-647, title I,
§§1001(c), 1007(g)(12), Nov. 10, 1988, 102 Stat. 3350,
3436; Pub. L. 101-508, title XI, §§11101(d)(1)(B),
11111(a), (b), (e), Nov. 5, 1990, 104 Stat. 1388-405,
1388-408, 1388-412, 1388-413; Pub. L. 103-66, title
XIII, §13131(a)-(d)(1), Aug. 10, 1993, 107 Stat.
433-435; Pub. L. 103-465, title VII, §§721(a), 722(a),
723(a), 742(a), Dec. 8, 1994, 108 Stat. 5002, 5003,
5010; Pub. L. 104-7, §4(a), Apr. 11, 1995, 109 Stat.
95; Pub. L. 104-193, title IV, §451(a), (b), title IX,
§§909(a), (b), 910(a), (b), Aug. 22, 1996, 110 Stat.
2276, 2277, 2351, 2352; Pub. L. 105-34, title I,
§101(b), title III, §312(d)(2), title X, §1085(a)(1),
(b)-(d), Aug. 5, 1997, 111 Stat. 798, 840, 955, 956.)

EARNED INCOME CREDIT ADJUSTMENT FOR TAX
YEARS BEGINNING IN 1998

For adjustment of earned income credit under
this section for taxr years beginning in 1998, see
section 3.03 of Revenue Procedure 97-57, set out
as a note under section 1 of this title.



Page 85

REFERENCES IN TEXT

The Social Security Act, referred to in subsecs.
(¢)(2)(B)(v) and (m), is act Aug. 14, 1935, ch. 531, 49 Stat.
620, as amended. Part A of title IV of the Act is classi-
fied generally to part A (§601 et seq.) of subchapter IV
of chapter 7 of Title 42, The Public Health and Welfare.
Sections 205(c)(2)(B)(i) and 407(d)(4), (7) of the Act are
classified to sections 405(c)(2)(B)(i) and 607(d)(4), (7), re-
spectively, of Title 42. For complete classification of
this Act to the Code, see section 1305 of Title 42 and
Tables.

The United States Housing Act of 1937, referred to in
subsec. (I)(1), is act Sept. 1, 1937, ch. 896, as revised gen-
erally by Pub. L. 93-383, title II, §201(a), Aug. 22, 1974,
88 Stat. 6563, which is classified generally to chapter 8
(§1437 et seq.) of Title 42, The Public Health and Wel-
fare. For complete classification of this Act to the
Code, see Short Title note under section 1437 of Title 42
and Tables.

The Housing Act of 1949, referred to in subsec. (1)(2),
is act July 15, 1949, ch. 338, 63 Stat. 413, as amended.
Title V of the Act is classified generally to subchapter
IIT (§1471 et seq.) of chapter 8A of Title 42. For complete
classification of this Act to the Code, see Short Title
note set out under section 1441 of Title 42 and Tables.

Section 101 of the Housing and Urban Development
Act of 1965, referred to in subsec. (1)(3), is section 101 of
Pub. L. 89-117, title I, Aug. 10, 1965, 79 Stat. 451, which
enacted section 1701s of Title 12, Banks and Banking,
and amended sections 1451 and 1465 of Title 42.

Sections 221(d)(3), 235, and 236 of the National Hous-
ing Act, referred to in subsec. (I)(4), are classified to
sections 17151(d)(3), 17156z, and 1715z—1, respectively, of
Title 12.

The Food Stamp Act of 1977, referred to in subsec.
(1)(5), is Pub. L. 88-525, Aug. 31, 1964, 78 Stat. 703, as
amended, which is classified generally to chapter 51
(§2011 et seq.) of Title 7, Agriculture. For complete
classification of this Act to the Code, see Short Title
note set out under section 2011 of Title 7 and Tables.

PRIOR PROVISIONS

A prior section 32 was renumbered section 33 of this
title.

AMENDMENTS

1997—Subsec. (¢)(2)(B)(v). Pub. L.
added cl. (v).

Subsec. (¢)(4). Pub. L. 105-34, §312(d)(2), struck out
“‘(as defined in section 1034(h)(3)”’ after ‘‘serving on ex-
tended active duty’ and inserted at end ‘‘For purposes
of the preceding sentence, the term ‘extended active
duty’ means any period of active duty pursuant to a
call or order to such duty for a period in excess of 90
days or for an indefinite period.”’

Subsec. (¢)(5)(B). Pub. L. 105-34, §1085(d)(4), inserted
at end of concluding provisions ‘‘Clause (vi) shall not
include any amount which is not includible in gross in-
come by reason of section 402(c), 403(a)(4), 403(b),
408(d)(3), (4), or (5), or 457(e)(10).”

Subsec. (¢)(5)(B)(iv). Pub. L. 105-34, §1085(b), sub-
stituted ‘75 percent’ for ‘50 percent’’ in introductory
provisions.

Subsec. (¢)(5)(B)(V), (vi). Pub. L. 105-34, §1085(d)(1)—(3),
added cls. (v) and (vi).

Subsec. (k). Pub. L. 105-34, §1085(a)(1), added subsec.
(k). Former subsec. (k) redesignated (I).

Subsec. (I). Pub. L. 105-34, §1085(a)(1), redesignated
subsec. (k) as (I). Former subsec. (1) redesignated (m).

Subsec. (m). Pub. L. 105-34, §1085(a)(1), redesignated
subsec. (1) as (m) relating to identification numbers.

Pub. L. 105-34, §101(b), added subsec. (m) relating to
supplemental child credit.

1996—Subsec. (a)(2)(B). Pub. L. 104-193, §910(a), in-
serted ‘‘modified”’ before ‘‘adjusted gross income”’.

Subsec. (b)(2). Pub. L. 104-193, §909(a)(3), reenacted
heading without change and amended text generally.
Prior to amendment, text consisted of subpars. (A) and
(B) setting out tables for determining the earned in-

105-34, §1085(c),
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come amount for taxable years beginning after 1994 and
for taxable years beginning in 1994.

Subsec. (c)(1)(C). Pub. L. 104-193, §910(a),
“modified”’ before ‘‘adjusted gross income”’.

Subsec. (¢)(1)(F). Pub. L. 104-193, §451(a), added sub-
par. (F).

Subsec. (¢)(5). Pub. L. 104-193, §910(b), added par. (5).

inserted

Subsec. (£)(2)(B). Pub. L. 104-193, §910(a), inserted
‘“modified”” before ‘‘adjusted gross income’ in two
places.

Subsec. (1)(1). Pub. L. 104-193, §909(a)(1), substituted
¢‘$2,200”" for **$2,350"".

Subsec. (i)(2). Pub. L. 104-193, §909(b), added subpars.
(D) and (E) and concluding provisions.

Subsec. (j). Pub. L. 104-193, §909(a)(2), reenacted head-
ing without change and amended text generally. Prior
to amendment, text read as follows:

‘(1) IN GENERAL.—In the case of any taxable year be-
ginning after 1994, each dollar amount contained in
subsection (b)(2)(A) shall be increased by an amount
equal to—

‘‘(A) such dollar amount, multiplied by

‘“(B) the cost-of-living adjustment determined
under section 1(f)(3), for the calendar year in which
the taxable year begins, by substituting ‘calendar
year 1993’ for ‘calendar year 1992°.

‘(2) ROUNDING.—If any dollar amount after being in-
creased under paragraph (1) is not a multiple of $10,
such dollar amount shall be rounded to the nearest
multiple of $10 (or, if such dollar amount is a multiple
of $5, such dollar amount shall be increased to the next
higher multiple of $10).”

Subsec. (I). Pub. L. 104-193, §451(b), added subsec. (1).

1995—Subsecs. (i) to (k). Pub. L. 104-7 added subsec. (i)
and redesignated former subsecs. (i) and (j) as (j) and
(k), respectively.

1994—Subsec. (c)(1)(E). Pub. L. 103-465, §722(a), added
subpar. (E).

Subsec. (¢)(2)(B)(iv). Pub. L. 103-465, § 723(a), added cl.
(iv).

Subsec. (¢)(3)(D)(1). Pub. L. 103-465, §742(a), amended
heading and text of cl. (i) generally. Prior to amend-
ment, text read as follows: ‘“The requirements of this
subparagraph are met if—

‘“(I) the taxpayer includes the name and age of each
qualifying child (without regard to this subpara-
graph) on the return of tax for the taxable year, and

‘“(IT) in the case of an individual who has attained
the age of 1 year before the close of the taxpayer’s
taxable year, the taxpayer includes the taxpayer
identification number of such individual on such re-
turn of tax for such taxable year.”

Subsec. (c)(4). Pub. L. 103-465, §721(a), added par. (4).

1993—Subsec. (a). Pub. L. 103-66, §13131(a), amended
heading and text of subsec. (a) generally. Prior to
amendment, text read as follows: ‘“‘In the case of an eli-
gible individual, there shall be allowed as a credit
against the tax imposed by this subtitle for the taxable
year an amount equal to the sum of—

‘(1) the basic earned income credit, and

‘“(2) the health insurance credit.”

Subsec. (b). Pub. L. 103-66, §13131(a), substituted
‘“‘Percentages and amounts’ for ‘‘Computation of cred-
it” in heading and amended text generally. Prior to
amendment, text related to method of computation of
both earned income credit and health insurance credit.

Subsec. (¢)(1)(A). Pub. L. 103-66, §13131(b), amended
heading and text of subpar. (A) generally. Prior to
amendment, text read as follows: ‘“The term ‘eligible
individual’ means any individual who has a qualifying
child for the taxable year.”

Subsec. (¢)(3)(D)(@{i). Pub. L. 103-66, §13131(d)(1), redes-
ignated cl. (iii) as (ii), substituted ¢‘‘clause (i)’ for
‘‘clause (i) or (ii)”’, and struck out heading and text of
former cl. (ii). Text read as follows: ‘‘In the case of any
taxpayer with respect to which the health insurance
credit is allowed under subsection (a)(2), the Secretary
may require a taxpayer to include an insurance policy
number or other adequate evidence of insurance in ad-
dition to any information required to be included in
clause (i).”
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Subsec. (i)(1). Pub. L. 103-66, §13131(c)(1), added par.
(1) and struck out text and heading of former par. (1).
Text read as follows: ‘“‘In the case of any taxable year
beginning after the applicable calendar year, each dol-
lar amount referred to in paragraph (2)(B) shall be in-
creased by an amount equal to—

““(A) such dollar amount, multiplied by

‘(B) the cost-of-living adjustment determined
under section 1(f)(3), for the calendar year in which
the taxable year begins, by substituting ‘calendar

year 1984’ for ‘calendar year 1989’ in subparagraph (B)

thereof.”

Subsec. (i)(2), (3). Pub. L. 103-66, §13131(c), redesig-
nated par. (3) as (2) and struck out former par. (2) which
defined terms for purposes of the inflation adjustment
in par. (1).

1990—Subsec. (a). Pub. L. 101-508, §11111(a), amended
subsec. (a) generally. Prior to amendment, subsec. (a)
read as follows: ‘‘In the case of an eligible individual,
there is allowed as a credit against the tax imposed by
this subtitle for the taxable year an amount equal to 14
percent of so much of the earned income for the taxable
year as does not exceed $5,714.”

Subsec. (b). Pub. L. 101-508, §11111(a), substituted
heading for one which read ‘“‘Limitation’” and amended
subsec. (b) generally. Prior to amendment, subsec. (b)
read as follows: ““The amount of the credit allowable to
a taxpayer under subsection (a) for any taxable year
shall not exceed the excess (if any) of—

‘(1) the maximum credit allowable under sub-
section (a) to any taxpayer, over
‘(2) 10 percent of so much of the adjusted gross in-
come (or, if greater, the earned income) of the tax-
payer for the taxable year as exceeds $9,000.
In the case of any taxable year beginning in 1987, para-
graph (2) shall be applied by substituting ‘$6,500° for
‘$9,000°.”

Subsec. (¢). Pub. L. 101-508, §11111(a), amended subsec.
(c) generally, inserting ‘‘and special rules” in heading
and substituting present provisions for provisions de-
fining ‘“‘eligible individual’’ and ‘‘earned income’’.

Subsec. (1)(1)(B). Pub. L. 101-508, §11101(d)(1)(B), sub-
stituted <1989” for ‘“1987"".

Subsec. (1)(2)(A). Pub. L. 101-508, §11111(e)(1), (2), sub-
stituted ‘‘clause (i) of subparagraph (B)”’ for ‘‘clause (i)
or (ii) of subparagraph (B)” in cl. (i) and ‘‘clause (ii)”
for ‘‘clause (iii)”’ in cl. (ii).

Subsec. (1)(2)(B). Pub. L. 101-508, §11111(e)(3), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘““The dollar amounts referred to in this
subparagraph are—

‘(i) the $5,714 amount contained in subsection (a),

‘“(ii) the $6,500 amount contained in the last sen-
tence of subsection (b), and

‘“(iii) the $9,000 amount contained in subsection
(0)(2).”
Subsec. (j). Pub. L. 101-508, §11111(b), added subsec.

@.

1988—Subsec. (h). Pub. L. 100-647, §1007(g)(12), struck
out ‘‘for taxpayers other than corporations’ after ‘‘al-
ternative minimum tax’’.

Subsec. (1)(3). Pub. L. 100-647, §1001(c), amended par.
(3) generally. Prior to amendment, par. (3) read as fol-
lows: “‘If any increase determined under paragraph (1)
is not a multiple of $10, such increase shall be rounded
to the nearest multiple of $10 (or, if such increase is a
multiple of $5, such increase shall be increased to the
next higher multiple of $10).”

1986—Subsec. (a). Pub. L. 99-514, §111(a), substituted
14 percent’ for ‘“11 percent’ and ¢$5,714”° for ‘‘$5,000"".

Subsec. (b). Pub. L. 99-514, §111(b), amended subsec.
(b) generally. Prior to amendment, subsec. (b) read as
follows: ‘“The amount of the credit allowable to a tax-
payer under subsection (a) for any taxable year shall
not exceed the excess (if any) of—

‘(1) $550, over

“(2) 122 percent of so much of the adjusted gross
income (or, if greater, the earned income) of the tax-
payer for the taxable year as exceeds $6,500.”

Subsec. (c)(1)(A)(@). Pub. L. 99-514, §1301(j)(8), sub-
stituted ‘‘section 7703’ for ‘‘section 143".
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Pub. L. 99-514, §104(b)(1)(B), substituted ‘‘section
151(c)(3)” for ‘‘section 151(e)(3)”.

Subsec. (¢)(1)(C). Pub. L. 99-514, §1272(d)(4), struck out
“or 931" after 911" in heading, and amended text gen-
erally. Prior to amendment, text read as follows: ‘“The
term ‘eligible individual’ does not include an individual
who, for the taxable year, claims the benefits of—

‘(1) section 911 (relating to citizens or residents of
the United States living abroad),

““(i1) section 931 (relating to income from sources
within possessions of the United States).”

Subsec. (d). Pub. L. 99-514, §1301(j)(8), substituted
‘‘section 7703 for ‘‘section 143”.

Subsec. ()(2)(A), (B). Pub. L. 99-514, §111(d)(1), added
subpars. (A) and (B) and struck out former subpars. (A)
and (B) which read as follows:

““(A) for earned income between $0 and $11,000, and
‘(B) for adjusted gross income between $6,500 and
$11,000.”

Subsec. (i). Pub. L. 99-514, §111(c), added subsec. (i).

1984—Pub. L. 98-369, §471(c), renumbered section 43 of
this title as this section.

Subsec. (a). Pub. L. 98-369, §1042(a), substituted ‘11
percent” for ‘10 percent’’.

Subsec. (b)(1). Pub. L. 98-369, §1042(d)(1), substituted
¢‘$550”” for “$500"".

Subsec. (b)(2). Pub. L. 98-369, §1042(b), substituted
€“12% percent” for ¢12.5 percent”’ and ¢$6,500° for
€‘$6,000"".

Subsec. (c)(1)(A)({). Pub. L. 98-369, §423(c)(3)(A), in-
serted ‘‘or would be so entitled but for paragraph (2) or
(4) of section 152(e)”’.

Subsec. (c)(1)(B). Pub. L. 98-369, §423(c)(3)(B), sub-
stituted ‘‘as the individual for more than one-half of
the taxable year” for ‘‘as the individual”’.

Subsec. (£)(2)(A). Pub. L. 98-369, §1042(d)(2), sub-
stituted ‘‘between $0 and $11,000" for ‘‘between $0 and
$10,000".

Subsec. (£)(2)(B). Pub. L. 98-369, §1042(d)(2), sub-

stituted ‘‘between $6,500 and $11,000*’ for ‘‘between $6,000
and $10,000”.

Subsec. (h). Pub. L. 98-369, §1042(c), added subsec. (h).

1983—Subsec. (c)(2)(A)(ii). Pub. L. 98-21 inserted be-
fore period at end ‘‘, but such net earnings shall be de-
termined with regard to the deduction allowed to the
taxpayer by section 164(f)”’.

1981—Subsec. (c)(1)(C). Pub. L. 97-34 struck out ref-
erence to section 913 in heading, substituted ‘‘relating
to citizens or residents of the United States living
abroad” for ‘‘relating to income earned by individuals
in certain camps outside the United States’ in cl. (i),
struck out cl. (ii) which made reference to section 913,
and redesignated cl. (iii) as (ii).

1980—Subsec. (¢)(1)(C). Pub. L. 96222, §101(a)(1), in
heading substituted ‘‘who claims benefit of section 911,
913, or 931 for ‘‘entitled to exclude income under sec-
tion 9117 and in text substituted ‘‘claims the benefits
of”’ for ‘‘is entitled to exclude any amounts from gross
income under’ and inserted reference to section 913 (re-
lating to deduction for certain expenses of living
abroad).

Subsecs. (g), (h). Pub. L. 96-222, §101(a)(2)(E), redesig-
nated subsec. (h) as (g).

1978—Subsec. (a). Pub. L. 95-600, §104(a), substituted
‘“‘subtitle” for ‘‘chapter’ and ‘$5,000’" for ‘‘$4,000°".

Subsec. (b). Pub. L. 95-600, §104(b), substituted provi-
sion limiting the allowable credit to an amount not to
exceed the excess of $500 over 12.5 percent of so much
of the adjusted gross income for the taxable year as ex-
ceeds $6,000 for provision limiting the allowable credit
to an amount reduced by 10 percent of so much of the
adjusted gross income for the taxable year as exceeds
$4,000.

Subsec. (¢)(1). Pub. L. 95-600, §104(e), amended par. (1)
generally, substituting in definition of eligible individ-
ual one who is married and is entitled to a deduction
under section 151 for a child, provided the child has the
same principal abode as the individual and the abode is
in the United States, is a surviving spouse, or is a head
of household, provided the household is in the United



Page 87

States for one who maintains a household in the United
States which is the principal abode of that individual
and a child of that individual who meets the require-
ments of section 151(e)(1)(B) or a child of that individ-
ual who is disabled within the meaning of section
72(m)(7) and to whom the individual is entitled to claim
a deduction under section 151.

Subsec. (¢)(1)(C). Pub. L. 95-615, §202(f)(5), which di-
rected the amendment of subsec. (¢)(1)(B) by substitut-
ing ‘‘(relating to income earned by employees in cer-
tain camps)” for ‘‘(relating to earned income from
sources without the United States)’, was executed to
subsec. (¢)(1)(C) to reflect the probable intent of Con-
gress and the general amendment of subsec. (c)(1) by
Pub. L. 95-600 which enacted provisions formerly con-
tained in subsec. (¢)(1)(B) in subsec. (¢)(1)(C).

Subsec. (¢)(2)(B). Pub. L. 95-600, §104(d), redesignated
cls. (ii) to (iv) as (i) to (iii), respectively. Former cl. (i),
which provided that amounts be taken into account
only if includible in the gross income of the taxpayer
for the taxable year, was struck out.

Subsec. (f). Pub. L. 95-600, §104(c), added subsec. (f).

Subsec. (h). Pub. L. 95-600, §105(a), added subsec. (h).

1976—Subsec. (a). Pub. L. 94-455, §401(c)(1)(B), sub-
stituted ‘‘is allowed” for ‘‘shall be allowed’ and struck
out provisions relating to the application of the six-
month rule.

Subsec. (b). Pub. L. 94-455, §401(c)(1)(B), struck out
provisions relating to the application of the six-month
rule.

Subsec. (¢)(1)(A). Pub. L. 94-455, §401(c)(2), among
other changes, substituted ‘‘section 44A(f)(1)”’ for ‘‘sec-
tion 214(b)(3)” and ‘‘if such child meets the require-
ments of section 151(e)(1)(B)” for ‘“with respect to
whom he is entitled to claim a deduction under section
1561(e)(1)(B)” and inserted reference to a child of that in-
dividual who is disabled (within the meaning of section
72(m)(7)) and with respect to whom that individual is
entitled to claim a deduction under section 151.

1975—Subsec. (a). Pub. L. 94-164 designated existing
provisions as par. (1) and added par. (2).

Subsec. (b). Pub. L. 94-164 designated existing provi-
sions as par. (1) and added par. (2).

EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by section 101(b) of Pub. L. 105-34 appli-
cable to taxable years beginning after Dec. 31, 1997, see
section 101(e) of Pub. L. 105-34, set out as an Effective
Date note under section 24 of this title.

Amendment by section 312(d)(2) of Pub. L. 105-34 ap-
plicable to sales and exchanges after May 6, 1997, with
certain exceptions, see section 312(d) of Pub. L. 105-34,
set out as a note under section 121 of this title.

Section 1085(e) of Pub. L. 105-34 provided that:

‘(1) The amendments made by subsection (a) [amend-
ing this section and sections 6213 and 6695 of this title]
shall apply to taxable years beginning after December
31, 1996.

“(2) The amendments made by subsections (b), (c),
and (d) [amending this section] shall apply to taxable
years beginning after December 31, 1997.”

EFFECTIVE DATE OF 1996 AMENDMENT

Section 451(d) of Pub. L. 104-193 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 6213 of this title] shall apply with re-
spect to returns the due date for which (without regard
to extensions) is more than 30 days after the date of the
enactment of this Act [Aug. 22, 1996].”’

Section 909(c) of Pub. L. 104-193 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section] shall apply to taxable years beginning after
December 31, 1995.

‘“(2) ADVANCE PAYMENT INDIVIDUALS.—In the case of
any individual who on or before June 26, 1996, has in ef-
fect an earned income eligibility certificate for the in-
dividual’s taxable year beginning in 1996, the amend-
ments made by this section shall apply to taxable years
beginning after December 31, 1996.”’
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Section 910(c) of Pub. L. 104-193 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section] shall apply to taxable years beginning after
December 31, 1995.

‘(2) ADVANCE PAYMENT INDIVIDUALS.—In the case of
any individual who on or before June 26, 1996, has in ef-
fect an earned income eligibility certificate for the in-
dividual’s taxable year beginning in 1996, the amend-
ments made by this section shall apply to taxable years
beginning after December 31, 1996.""

EFFECTIVE DATE OF 1995 AMENDMENT

Section 4(b) of Pub. L. 104-7 provided that: ‘““The
amendments made by this section [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1995.”

EFFECTIVE DATE OF 1994 AMENDMENT

Section 721(d)(1) of Pub. L. 103-465 provided that:
“The amendment made by subsection (a) [amending
this section] shall apply to taxable years beginning
after December 31, 1994.”’

Section 722(b) of Pub. L. 103-465 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1994.”

Section 723(b) of Pub. L. 103-465 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1993.”

Section 742(c) of Pub. L. 103-465 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and section 6109 of this title] shall apply to re-
turns for taxable years beginning after December 31,
1994.

‘“(2) EXCEPTION.—The amendments made by this sec-
tion shall not apply to—

‘“(A) returns for taxable years beginning in 1995
with respect to individuals who are born after Octo-
ber 31, 1995, and

‘(B) returns for taxable years beginning in 1996
with respect to individuals who are born after No-
vember 30, 1996.”

EFFECTIVE DATE OF 1993 AMENDMENT

Section 13131(e) of Pub. L. 103-66 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 162, 213, and 3507 of this title] shall
apply to taxable years beginning after December 31,
1993.”

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11101(d)(1)(B) of Pub. L.
101-508 applicable to taxable years beginning after Dec.
31, 1990, see section 11101(e) of Pub. L. 101-508, set out
as a note under section 1 of this title.

Section 11111(f) of Pub. L. 101-508 provided that: “The
amendments made by this section [amending this sec-
tion and sections 162, 213, and 3507 of this title] shall
apply to taxable years beginning after December 31,
1990.”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by sections 104(b)(1)(B) and 111(a)-(d)(1)
of Pub. L. 99-514 applicable to taxable years beginning
after Dec. 31, 1986, see section 151(a) of Pub. L. 99-514,
set out as a note under section 1 of this title.

Amendment by section 1272(d)(4) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
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with certain exceptions and qualifications, see section
1277 of Pub. L. 99-514, set out as a note under section 931
of this title.

Amendment by section 1301(j)(8) of Pub. L. 99-514 ap-
plicable to bonds issued after Aug. 15, 1986, except as
otherwise provided, see sections 1311 to 1318 of Pub. L.
99-514, set out as an Effective Date; Transitional Rules
note under section 141 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 423(c)(3) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1984,
see section 423(d) of Pub. L. 98-369, set out as a note
under section 2 of this title.

Section 1042(e) of Pub. L. 98-369 provided that: ‘“The
amendments made by this section [amending sections
32 and 3507 of this title] shall apply to taxable years be-
ginning after December 31, 1984.”

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98-21 applicable to taxable
years beginning after Dec. 31, 1989, see section 124(d)(2)
of Pub. L. 98-21, set out as a note under section 1401 of
this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable with respect
to taxable years beginning after Dec. 31, 1981, see sec-
tion 115 of Pub. L. 97-34, set out as a note under section
911 of this title.

EFFECTIVE DATE OF 1980 AMENDMENT

Section 101(b)(1)(A) of Pub. L. 96-222 provided that:
“The amendment made by subsection (a)(1) [amending
this section] shall apply to taxable years beginning
after December 31, 1977.”

Section 201 of Pub. L. 96-222 provided that: ‘‘Except as
otherwise provided in title I, any amendment made by
title I [see Tables for classification] shall take effect as
if it had been included in the provision of the Revenue
Act of 1978 [Pub. L. 95-600, see Tables for classification]
to which such amendment relates.”

EFFECTIVE DATE OF 1978 AMENDMENT

Section 104(f) of Pub. L. 95-600 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1978.”

Section 105(g)(1) of Pub. L. 95-600 provided that: ‘“The
amendments made by subsections (a) and (d) [amending
this section and section 6012 of this title] shall apply to
taxable years beginning after December 31, 1978.”

EFFECTIVE DATE OF 1978 AMENDMENT; ELECTION OF
PRIOR LAW

Amendment by Pub. L. 95-615 applicable to taxable
years beginning after Dec. 31, 1977, with provision for
election of prior law, see section 209 of Pub. L. 95-615,
set out as a note under section 911 of this title.

EFFECTIVE AND TERMINATION DATES OF 1976
AMENDMENT

Section 401(e) of Pub. L. 94-455, as amended by Pub.
L. 95-30, title I, §103(c), May 23, 1977, 91 Stat. 139; Pub.
L. 95600, title I, §103(b), Nov. 6, 1978, 92 Stat. 2771, pro-
vided that: “The amendments made by subsection (a)
[amending sections 43 [now 32] and 6096 of this title]
shall apply to taxable years ending after December 31,
1975, and shall cease to apply to taxable years ending
after December 31, 1978. The amendments made by sub-
section (c¢) [amending this section] shall apply to tax-
able years ending after December 31, 1975. The amend-
ments made by subsection (b) [amending sections 141
and 6012 of this title] shall apply to taxable years end-
ing after December 31, 1975. The amendments made by
subsection (d) [amending section 3402 of this title] shall
apply to wages paid after September 14, 1976.”°
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EFFECTIVE AND TERMINATION DATES OF 1975
AMENDMENTS

Section 2(g) of Pub. L. 94-164, as amended by Pub. L.
94-455, §402(b), provided that: ‘“The amendments made
by this section [amending sections 43 [now 32], 141, 3402,
and 6012 of this title and provisions set out as notes
under sections 42 and 43 [now 32] of this title] (other
than by subsection (d) [enacting provisions set out as a
note under this section]) apply to taxable years ending
after December 31, 1975, and before January 1, 1978. Sub-
section (d) applies to taxable years ending after Decem-
ber 31, 1975.”

Section 209(b) of Pub. L. 94-12, as amended by Pub. L.
94-164, §2(f), Dec. 23, 1975, 89 Stat. 972; Pub. L. 94-455,
title IV, §401(c)(1)(A), Oct. 4, 1976, 90 Stat. 1557; Pub. L.
95-30, title I, §103(b), May 23, 1977, 91 Stat. 139; Pub. L.
95-600, title I, §103(a), Nov. 6, 1978, 92 Stat. 2771, pro-
vided that: “The amendments made by section 204 [en-
acting this section and amending sections 6201 and 6401
of this title] shall apply to taxable years beginning
after December 31, 1974.”

PROGRAM TO INCREASE PUBLIC AWARENESS

Secretary of the Treasury, or Secretary’s delegate, to
establish taxpayer awareness program to inform tax-
paying public of availability of earned income credit
and child health insurance under this section, see sec-
tion 11114 of Pub. L. 101-508, set out as a note under sec-
tion 21 of this title.

EMPLOYEE NOTIFICATION

Section 111(e) of Pub. L. 99-514 provided that: ‘“‘The
Secretary of the Treasury is directed to require, under
regulations, employers to notify any employee who has
not had any tax withheld from wages (other than an
employee whose wages are exempt from withholding
pursuant to section 3402(n) of the Internal Revenue
Code of 1986) that such employee may be eligible for a
refund because of the earned income credit.”

DISREGARD OF REFUND FOR DETERMINATION OF
ELIGIBILITY FOR FEDERAL BENEFITS OR ASSISTANCE

Section 2(d) of Pub. L. 94-164, as amended by Pub. L.
94-455, title IV, §402(a), Oct. 4, 1976, 90 Stat. 1558; Pub.
L. 95600, title I, §105(f), Nov. 6, 1978, 92 Stat. 2776; Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
‘““Any refund of Federal income taxes made to any indi-
vidual by reason of section 43 [now 32] of the Internal
Revenue Code of 1986 [formerly I.R.C. 1954] (relating to
earned income credit), and any payment made by an
employer under section 3507 of such Code (relating to
advance payment of earned income credit) shall not be
taken into account in any year ending before 1980 as in-
come or receipts for purposes of determining the eligi-
bility, for the month in which such refund is made or
any month thereafter of such individual or any other
individual for benefits or assistance, or the amount or
extent of benefits or assistance, under any Federal pro-
gram or under any State or local program financed in
whole or in part with Federal funds, but only if such in-
dividual (or the family unit of which he is a member)
is a recipient of benefits or assistance under such a pro-
gram for the month before the month in which such re-
fund is made.”

[Section 105(g)(3) of Pub. L. 95-600 provided that:
‘‘Subsection (f) [amending section 2(d) of Pub. L. 94-164,
set out above] shall take effect on the date of enact-
ment of this Act [Nov. 6, 1978].”"]

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 24, 86, 129, 995,
3507, 6051, 6211, 6213, 6695 of this title; title 2 section 905;
title 42 sections 502, 653, 1382a, 1382b.

§33. Tax withheld at source on nonresident
aliens and foreign corporations

There shall be allowed as a credit against the
tax imposed by this subtitle the amount of tax
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withheld at source under subchapter A of chap-
ter 3 (relating to withholding of tax on non-
resident aliens and on foreign corporations).

(Aug. 16, 1954, ch. 736, 68BA Stat. 13, §32; renum-
bered §33 and amended July 18, 1984, Pub. L.
98-369, div. A, title IV, §§471(c), 474(j), 98 Stat.
826, 832.)

PRIOR PROVISIONS

A prior section 33 was renumbered section 27 of this
title.

AMENDMENTS

1984—Pub. L. 98-369, §471(c), renumbered section 32 of
this title as this section.

Pub. L. 98-369, §474(j), amended section generally,
striking out ‘‘and on tax-free covenant bonds’ after
‘“foreign corporations’ in section catchline, and, in
text, substituting ‘‘as a credit against the tax imposed
by this subtitle” for ‘“‘as credits against the tax im-
posed by this chapter’, and striking out designation
‘(1) before ‘‘the amount of tax withheld”, and *‘, and
(2) the amount of tax withheld at source under sub-
chapter B of chapter 3 (relating to interest on tax-free
covenant bonds)’’ after ‘‘on foreign corporations)’’.

EFFECTIVE DATE OF 1984 AMENDMENT

Section 475(b) of Pub. L. 98-369 provided that: ‘“The
amendments made by subsections (j) and (r)(29)
[amending this section and sections 12, 164, 1441, 1442,
6049, and 7701 of this title and repealing section 1451 of
this title] shall not apply with respect to obligations is-
sued before January 1, 1984.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 874, 882, 921,
1446, 6211, 6401 of this title.

§ 34. Certain uses of gasoline and special fuels
(a) General rule

There shall be allowed as a credit against the
tax imposed by this subtitle for the taxable year
an amount equal to the sum of the amounts pay-
able to the taxpayer—

(1) under section 6420 with respect to gaso-
line used during the taxable year on a farm for
farming purposes (determined without regard
to section 6420(g)),

(2) under section 6421 with respect to gaso-
line used during the taxable year (A) other-
wise than as a fuel in a highway vehicle or (B)
in vehicles while engaged in furnishing certain
public passenger land transportation service
(determined without regard to section 6421(i)),!
and

(3) under section 6427 with respect to fuels
used for nontaxable purposes or resold during
the taxable year (determined without regard
to section 6427(k)).

(b) Exception

Credit shall not be allowed under subsection
(a) for any amount payable under section 6421 or
6427, if a claim for such amount is timely filed
and, under section 6421(j) or 6427(k), is payable
under such section.

(Added Pub. L. 89-44, title VIII, 809(c), June 21,
1965, 79 Stat. 167, §39; amended Pub. L. 91-258,
title II, §207(c), May 21, 1970, 84 Stat. 248; Pub. L.
94-455, title XIX, §§1901(a)(3), 1906(b)(8), (9), Oct.

1See References in Text note below.
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4, 1976, 90 Stat. 1764, 1834; Pub. L. 94-530, §1(c)(1),
Oct. 17, 1976, 90 Stat. 2487; Pub. L. 95-599, title V,
§505(c)(1), Nov. 6, 1978, 92 Stat. 2760; Pub. L.
95-618, title II, §233(b)(2)(C), Nov. 9, 1978, 92 Stat.
3191; Pub. L. 96-223, title II, §232(d)(4)(A), Apr. 2,
1980, 94 Stat. 278; Pub. L. 97-424, title V,
§515(b)(6)(A)-(C), Jan. 6, 1983, 96 Stat. 2181; re-
numbered §34 and amended Pub. L. 98-369, div.
A, title IV, §471(c), title IX, §911(d)(2)(A), July
18, 1984, 98 Stat. 826, 1006; Pub. L. 99-514, title
XVII, §1703(e)(2)(F), title XVIII, §1877(a), Oct. 22,
1986, 100 Stat. 2778, 2902; Pub. L. 100-647, title I,
§1017(c)(2), Nov. 10, 1988, 102 Stat. 3576; Pub. L.
104-188, title I, §1606(b)(1), Aug. 20, 1996, 110 Stat.
1839.)

REFERENCES IN TEXT

Section 6421(i), referred to in subsec. (a)(2), was re-
pealed by Pub. L. 103-66, title XIIT, §13241(f)(7), Aug. 10,
1993, 107 Stat. 512.

PRIOR PROVISIONS

A prior section 34, acts Aug. 16, 1954, ch. 736, 68A Stat.
13; June 25, 1959, Pub. L. 86-69, §3(a)(1), 73 Stat. 139;
Sept. 14, 1960, Pub. L. 86-779, §10(e), 74 Stat. 1009; Feb.
26, 1964, Pub. L. 88-272, title II, §201(a), 78 Stat. 31, relat-
ed to dividends received by individuals, prior to repeal
by Pub. L. 88-272, title II, §201(b), Feb. 26, 1964, 78 Stat.
31, effective with respect to dividends received after
Dec. 31, 1964.

AMENDMENTS

1996—Subsec. (a)(3). Pub. L. 104-188 amended par. (3)
generally. Prior to amendment, par. (3) read as follows:
“‘under section 6427—

“(A) with respect to fuels used for nontaxable pur-
poses or resold, or

‘(B) with respect to any qualified diesel-powered
highway vehicle purchased (or deemed purchased

under section 6427(g)(6)),
during the taxable year (determined without regard to
section 6427(k)).”

1988—Subsec. (b). Pub. L. 100-647 substituted ‘‘section
6421(j) or 6427(k)”’ for ‘‘section 6421(i) or 6427(j)"’.

1986—Subsec. (a)(3). Pub. L. 99-514, §1877(a), amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘‘under section 6427 with respect to fuels used
for nontaxable purposes or resold during the taxable
yvear (determined without regard to section 6427(j)).”’

Pub. L. 99-514, §1703(e)(2)(F'), substituted *6427(k)” for
“6427(3).

1984—Pub. L. 98-369, §471(c), renumbered section 39 of
this title as this section.

Subsec. (a)(3). Pub. L. 98-369, §911(d)(2)(A), which di-
rected the amendment of par. (4) by substituting
“6427(j) for ‘6427(i)”’ was executed to par. (3) to reflect
the probable intent of Congress and the redesignation
of par. (4) as (3) by Pub. L. 97-424.

Subsec. (b). Pub. L. 98-369, §911(d)(2)(A), substituted
€‘6427(j)” for ‘6427(1)".

1983—Pub. L. 97424, §515(b)(6)(C), substituted ‘“‘and
special fuels” for ¢, special fuels, and lubricating oil”’
after ‘‘gasoline’ in section catchline.

Subsec. (a)(2) to (4). Pub. L. 97-424, §515(b)(6)(A), in-
serted ‘‘and” at end of par. (2), redesignated par. (4) as
(3), and struck out former (3) which referred to
amounts payable to the taxpayer under section 6424
with respect to lubricating oil used during the taxable
year for certain nontaxable purposes (determined with-
out regard to section 6424(f)).

Subsec. (b). Pub. L. 97-424, §515(b)(6)(B)(i), substituted
‘6421 or 6427 for ‘6421, 6424, or 6427 after ‘‘amount
payable under’’.

Pub. L. 97424, §515(b)(6)(B)(ii), substituted ‘6421(i) or

6427(1)” for ‘‘6421(i), 6424(f), or 6427(i)” after ‘‘and,
under”’.
1980—Subsec. (a)(4). Pub. L. 96-223 substituted

£6427(1)” for “‘6427(h)”.
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Subsec. (b). Pub. L. 96-223 substituted ‘6427(i)” for
<6427(h)”.

1978—Subsec. (a)(3). Pub. L. 95-618 substituted ‘for
certain nontaxable purposes’ for ‘‘otherwise than in a
highway motor vehicle’.

Subsec. (a)(4). Pub. L. 95-599 substituted 6427(h)”’ for
£6427(g)”.

Subsec. (b). Pub. L. 95-599 substituted ¢6427(h)” for
£6427(g)”.

1976—Subsec. (a)(1). Pub. L. 94-455, §1906(b)(8), sub-
stituted ‘‘6420(g)”’ for *‘6420(h)”’.

Subsec. (a)(3). Pub. L. 94-455, §1906(b)(9), substituted
¢‘6424(f)”’ for ‘‘6424(g)”’.

Subsec. (a)(4). Pub. L. 94-530 substituted ‘‘6427(g)” for
<6427(f).

Subsec. (b). Pub. L. 94-530, which directed the amend-
ment of subsec. (¢c) by substituting ¢6427(g)” for
“6427(f)’, was executed to subsec. (b) to reflect the
probable intent of Congress and the redesignation of
subsec. (¢) as (b) by Pub. L. 94-455.

Pub. L. 94-455, §1901(a)(3), redesignated subsec. (c) as
(b) and substituted ‘‘section 6421(i), 6424(f), or 6427(f), is
payable’ for ‘‘section 6421(i), 6424(g) or 6427(f) is pay-
able’”. Former subsec. (b), relating to determination of
taxpayers first taxable year with respect to tax credit
for certain uses of gasoline and lubricating oil, was
struck out.

Subsec. (c). Pub. L. 94-455, §1901(a)(3), redesignated
subsec. (¢) as (b).

1970—Pub. L. 91-258, §207(c)(1), inserted reference to
special fuels in section catchline.

Subsec. (a)(4). Pub. L. 91-258, §207(c)(2), added par. (4).

Subsec. (¢). Pub. L. 91-258, §207(c)(3), (4), inserted ref-
erences to sections 6427 and 6427(f), respectively.

EFFECTIVE DATE OF 1996 AMENDMENT

Section 1606(c) of Pub. L. 104-188 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 6427 of this title] shall apply to vehi-
cles purchased after the date of the enactment of this
Act [Aug. 20, 1996].”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1703(e)(2)(F) of Pub. L. 99-514
applicable to gasoline removed (as defined in section
4082 of this title as amended by section 1703 of Pub. L.
99-514) after Dec. 31, 1987, see section 1703(h) of Pub. L.
99-514 set out as a note under section 4081 of this title.

Amendment by section 1877(a) of Pub. L. 99-514 effec-
tive, except as otherwise provided, as if included in the
provisions of the Tax Reform Act of 1984, Pub. L. 98-369,
div. A, to which such amendment relates, see section
1881 of Pub. L. 99-514, set out as a note under section 48
of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 911(d)(2)(A) of Pub. L. 98-369
effective Aug. 1, 1984, see section 911(e) of Pub. L.
98-369, set out as a note under section 6427 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Section 515(c) of Pub. L. 97-424 provided that: ‘“The
amendments made by this section [amending sections
39 [now 341, 874, 882, 4101, 4102, 4221, 4222, 6201, 6206, 6416,
6421, 6504, 6675, 7210, 7603 to 7605, 7609, and 7610 of this
title and repealing sections 4091 to 4094 and 6424 of this
title] shall apply with respect to articles sold after the
date of the enactment of this Act [Jan. 6, 1983].”

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96-223 effective on Jan. 1, 1979,
see section 232(h)(2) of Pub. L. 96-223, set out as a note
under section 6427 of this title.
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EFFECTIVE DATE OF 1978 AMENDMENTS

Section 233(d) of Pub. L. 95-618 provided that: ‘“The
amendments made by this section [amending sections
39 [now 34], 4041, 4221, 4483, 6416, 6421, 6424, 6427, 6504, and
6675 of this title and amending a provision set out as a
note under section 120 of Title 23, Highways] shall take
effect on the first day of the first calendar month
which begins more than 10 days after the date of the
enactment of this Act [Nov. 9, 1978].”

Amendment by Pub. L. 95-599 effective Jan. 1, 1979,
see section 505(d) of Pub. L. 95-599, set out as a note
under section 6427 of this title.

EFFECTIVE DATE OF 1976 AMENDMENTS

Amendment by Pub. L. 94-530 effective on Oct. 1, 1976,
see section 1(d) of Pub. L. 94-530, set out as a note under
section 4041 of this title.

Amendment by section 1901(a)(3) of Pub. L. 94-455 ap-
plicable with respect to taxable years beginning after
Dec. 31, 1976, see section 1901(d) of Pub. L. 94-455, set
out as a note under section 2 of this title.

Amendment by section 1906(b)(8), (9) of Pub. L. 94-455,
to take effect on Feb. 1, 1977, see section 1906(d) of Pub.
L. 94-455, set out as a note under section 6013 of this
title.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91-258 applicable with respect
to taxable years ending after June 30, 1970, see section
211(b) of Pub. L. 91-258, set out as a note under section
4041 of this title.

EFFECTIVE DATE

Section applicable to taxable years beginning on or
after July 1, 1965, see section 809(f) of Pub. L. 89-44, set
out as an Effective Date of 1965 Amendment note under
section 6420 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 774, 874, 882, 921,
995, 1366, 1374, 1375, 1503, 4682, 6211, 6213, 6420, 6421, 6427,
9502, 9503, 9508 of this title.

§35. Overpayments of tax

For credit against the tax imposed by this subtitle
for overpayments of tax, see section 6401.

(Aug. 16, 1954, ch. 736, 68BA Stat. 16, §38; renum-
bered §39, Oct. 16, 1962, Pub. L. 87-834, §2(a), 76
Stat. 962; renumbered §40, June 21, 1965, Pub. L.
89-44, title VIII, §809(c), 79 Stat. 167; renumbered
§42, Dec. 10, 1971, Pub. L. 92-178, title VI, §601(a),
85 Stat. 553; renumbered §43, Mar. 29, 1975, Pub.
L. 94-12, title II, §203(a), 89 Stat. 29; renumbered
§44, Mar. 29, 1975, Pub. L. 94-12, title II, §204(a),
89 Stat. 30; renumbered §45, Mar. 29, 1975, Pub. L.
94-12, title II, §208(a), 89 Stat. 32; renumbered
§35, July 18, 1984, Pub. L. 98-369, div. A, title IV,
§471(c), 98 Stat. 826.)

PRIOR PROVISIONS

A prior section 35, acts Aug. 16, 1954, ch. 736, 68A Stat.
14; Sept. 2, 1958, Pub. L. 85-866, title I, §41(b), 72 Stat.
1639; Feb. 26, 1964, Pub. L. 88-272, title II, §201(d)(2), 78
Stat. 32, related to partially tax-exempt interest re-
ceived by individuals, prior to repeal by Pub. L. 94-455,
title XIX, §1901(a)(2), Oct. 4, 1976, 90 Stat. 1764, effective
with respect to taxable years beginning after Dec. 31,
1976.

[§36. Repealed. Pub. L. 95-30, title I, §101(d)(3),
May 23, 1977, 91 Stat. 133]

Section, acts Aug. 16, 1954, ch. 736, 68A Stat. 15; Oct.
4, 1976, Pub. L. 94-455, title V, §501(b)(2), title X,
§1011(c), title XIX, §1901(b)(1)(A), 90 Stat. 1558, 1611,
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1790, directed that credits provided by section 32 not be
allowed if an individual elects under section 144 to take
standard deduction.

EFFECTIVE DATE OF REPEAL

Repeal applicable to taxable years beginning after
Dec. 31, 1976, see section 106(a) of Pub. L. 95-30, set out
as an Effective Date of 1977 Amendment note under sec-
tion 1 of this title.

SUBPART D—BUSINESS RELATED CREDITS

Sec.

38. General business credit.

39. Carryback and carryforward of unused cred-
its.

40. Alcohol used as fuel.

41. Credit for increasing research activities.

411 Employee stock ownership credit.

42. Low-income housing credit.

43. Enhanced oil recovery credit.

44, Expenditures to provide access to disabled in-
dividuals.

45. Electricity produced from certain renewable
resources.

45A. Indian employment credit.

45B. Credit for portion of employer social security
taxes paid with respect to employee cash
tips.

45C. Clinical testing expenses for certain drugs for

rare diseases or conditions.
AMENDMENTS

1996—Pub. L. 104-188, title I, §1205(a)(3)(B), Aug. 20,
1996, 110 Stat. 1775, added item 45C.

1993—Pub. L. 103-66, title XIII, §§13322(e), 13443(c),
Aug. 10, 1993, 107 Stat. 563, 569, added items 45A and 45B.

1992—Pub. L. 102-486, title XIX, §1914(d), Oct. 24, 1992,
106 Stat. 3023, added item 45.

1990—Pub. L. 101-508, title XI, §§11511(c)(1), 11611(d),
Nov. 5, 1990, 104 Stat. 1388-485, 1388-503, added items 43
and 44.

1986—Pub. L. 99-514, title II, §§231(d)(3)(K), 2562(d), Oct.
22, 1986, 100 Stat. 2180, 2205, added item 41 relating to
credit for increasing research activities and item 42.

1984—Pub. L. 98-369, div. A, title IV, §471(b), July 18,
1984, 98 Stat. 826, added subpart D heading and analysis
of sections for subpart D, consisting of items 38 (new),
39 (new), 40 (formerly 44E), and 41 (formerly 44G).
Former subpart D was redesignated F.

SUBPART REFERRED TO IN OTHER SECTIONS

This subpart is referred to in sections 42, 49, 50, 53,
469, 6401 of this title.

§ 38. General business credit
(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
an amount equal to the sum of—

(1) the business credit carryforwards carried
to such taxable year,
(2) the amount of the current year business
credit, plus
(3) the business credit carrybacks carried to
such taxable year.
(b) Current year business credit

For purposes of this subpart, the amount of
the current year business credit is the sum of
the following credits determined for the taxable
year:

(1) the investment credit determined under

section 46,

1Section 41 repealed by Pub. L. 99-514 without corresponding
amendment of subpart analysis.
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(2) the work opportunity credit determined
under section 51(a),

(3) the alcohol fuels credit determined under
section 40(a),

(4) the research credit determined under sec-
tion 41(a),

(5) the low-income housing credit deter-
mined under section 42(a),

(6) the enhanced oil recovery credit under
section 43(a),

(7) in the case of an eligible small business
(as defined in section 44(b)), the disabled ac-
cess credit determined under section 44(a),

(8) the renewable electricity production
credit under section 45(a),

(9) the empowerment zone employment cred-
it determined under section 1396(a),

(10) the Indian employment credit as deter-
mined under section 45A(a),

(11) the employer social security credit de-
termined under section 45B(a), plus

(12) the orphan drug credit determined under
section 45C(a).

(c) Limitation based on amount of tax
(1) In general

The credit allowed under subsection (a) for
any taxable year shall not exceed the excess
(if any) of the taxpayer’s net income tax over
the greater of—

(A) the tentative minimum tax for the tax-
able year, or

(B) 25 percent of so much of the taxpayer’s
net regular tax liability as exceeds $25,000.

For purposes of the preceding sentence, the
term ‘‘net income tax’ means the sum of the
regular tax liability and the tax imposed by
section 55, reduced by the credits allowable
under subparts A and B of this part, and the
term ‘‘net regular tax liability’’ means the
regular tax liability reduced by the sum of the
credits allowable under subparts A and B of
this part.

(2) Empowerment zone employment credit may

offset 25 percent of minimum tax
(A) In general

In the case of the empowerment zone em-
ployment credit credit—

(i) this section and section 39 shall be ap-
plied separately with respect to such cred-
it, and

(ii) for purposes of applying paragraph
(1) to such credit—

(I) 75 percent of the tentative mini-
mum tax shall be substituted for the ten-
tative minimum tax under subparagraph
(A) thereof, and

(IT) the limitation under paragraph (1)
(as modified by subclause (1)) shall be re-
duced by the credit allowed under sub-
section (a) for the taxable year (other
than the empowerment zone employ-
ment credit).

(B) Empowerment zone employment credit

For purposes of this paragraph, the term
‘“empowerment zone employment credit”
means the portion of the credit under sub-
section (a) which is attributable to the cred-
it determined under section 1396 (relating to
empowerment zone employment credit).
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(3) Special rules
(A) Married individuals

In the case of a husband or wife who files
a separate return, the amount specified
under subparagraph (B) of paragraph (1)
shall be $12,500 in lieu of $25,000. This sub-
paragraph shall not apply if the spouse of
the taxpayer has no business credit carry-
forward or carryback to, and has no current
year business credit for, the taxable year of
such spouse which ends within or with the
taxpayer’s taxable year.

(B) Controlled groups

In the case of a controlled group, the
$25,000 amount specified under subparagraph
(B) of paragraph (1) shall be reduced for each
component member of such group by appor-
tioning $25,000 among the component mem-
bers of such group in such manner as the
Secretary shall by regulations prescribe. For
purposes of the preceding sentence, the term
‘‘controlled group’ has the meaning given to
such term by section 1563(a).

(C) Limitations with respect to certain per-
sons

In the case of a person described in sub-
paragraph (A) or (B) of section 46(e)(1) (as in
effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990), the $25,000 amount specified under
subparagraph (B) of paragraph (1) shall equal
such person’s ratable share (as determined
under section 46(e)(2) (as so in effect) of such
amount.

(D) Estates and trusts

In the case of an estate or trust, the $25,000
amount specified under subparagraph (B) of
paragraph (1) shall be reduced to an amount
which bears the same ratio to $25,000 as the
portion of the income of the estate or trust
which is not allocated to beneficiaries bears
to the total income of the estate or trust.

(d) Ordering rules

For purposes of any provision of this title
where it is necessary to ascertain the extent to
which the credits determined under any section
referred to in subsection (b) are used in a tax-
able year or as a carryback or carryforward—

(1) In general

The order in which such credits are used
shall be determined on the basis of the order
in which they are listed in subsection (b) as of
the close of the taxable year in which the
credit is used.

(2) Components of investment credit

The order in which the credits listed in sec-
tion 46 are used shall be determined on the
basis of the order in which such credits are
listed in section 46 as of the close of the tax-
able year in which the credit is used.

(3) Credits no longer listed

For purposes of this subsection—

(A) the credit allowable by section 40, as in
effect on the day before the date of the en-
actment of the Tax Reform Act of 1984, (re-
lating to expenses of work incentive pro-
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grams) and the credit allowable by section
41(a), as in effect on the day before the date
of the enactment of the Tax Reform Act of
1986, (relating to employee stock ownership
credit) shall be treated as referred to in that
order after the last paragraph of subsection
(b), and

(B) the credit determined under section
46—

(i) to the extent attributable to the em-
ployee plan percentage (as defined in sec-
tion 46(a)(2)(E) as in effect on the day be-
fore the date of the enactment of the Tax
Reform Act of 1984) shall be treated as a
credit listed after paragraph (1) of section
46, and

(ii) to the extent attributable to the reg-
ular percentage (as defined in section
46(b)(1) as in effect on the day before the
date of the enactment of the Revenue Rec-
onciliation Act of 1990) shall be treated as
the first credit listed in section 46.

(Added and amended Pub. L. 98-369, div. A, title
IV, §473, title VI, §612(e)(1), July 18, 1984, 98 Stat.
827, 912; Pub. L. 99-514, title II, §§221(a), 231(d)(1),
3)(B), 252(b), title VII, §701(c)(4), title XI,
§1171(b)(1), (2), Oct. 22, 1986, 100 Stat. 2173, 2178,
2179, 2205, 2341, 2513; Pub. L. 100-647, title I,
§§1002(e)(8)(A), 1007(g)(2), (8), Nov. 10, 1988, 102
Stat. 3368, 3434, 3435; Pub. L. 101-508, title XI,
§§11511(b)(1), 11611(b)(1), 11813(b)(2), Nov. 5, 1990,
104 Stat. 1388-485, 1388-503, 1388-551; Pub. L.
102-486, title XIX, §1914(b), Oct. 24, 1992, 106 Stat.
3023; Pub. L. 103-66, title XIII, §§13302(a)(1),
(c)(1), 13322(a), 13443(b)(1), Aug. 10, 1993, 107 Stat.
555, 559, 569; Pub. L. 104-188, title I, §§1201(e)(1),
1205(a)(2), 1702(e)(4), Aug. 20, 1996, 110 Stat. 1772,
1775, 1870.)

REFERENCES IN TEXT

For reference to section 51 of this title, referred to in
subsec. (b), treated as including reference to section
51A of this title, see section 51A(d)(2) of this title.

The date of the enactment of the Revenue Reconcili-
ation Act of 1990, referred to in subsecs. (¢)(3)(C) and
(@) (3)(B)(i), is the date of enactment of Pub. L. 101-508,
which was approved Nov. 5, 1990.

The date of the enactment of the Tax Reform Act of
1984, referred to in subsec. (d)(3)(A), (B)(d), is the date of
enactment of Pub. L. 98-369, which was approved July
18, 1984.

The date of the enactment of the Tax Reform Act of
1986, referred to in subsec. (d)(3)(A), is the date of en-
actment of Pub. L. 99-514, which was approved Oct. 22,
1986.

PRIOR PROVISIONS

A prior section 38, added Pub. L. 87-834, §2(a), Oct. 16,
1962, 76 Stat. 962; amended Pub. L. 94-455, title XIX,
§1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1834, related to in-
vestment in certain depreciable property, prior to re-
peal by Pub. L. 98-369, div. A, title IV, §474(m)(1), July
18, 1984, 98 Stat. 833.

Another prior section 38 was renumbered section 35 of
this title.

AMENDMENTS

1996—Subsec. (b)(2). Pub. L. 104-188, §1201(e)(1), sub-
stituted ‘“‘work opportunity credit’” for ‘‘targeted jobs
credit”.

Subsec. (b)(12). Pub. L. 104-188, §1205(a)(2), added par.
(12).

Subsec. (¢)(2)(C). Pub. L. 104-188, §1704(e)(4), amended
subpar. (C), as in effect on day before date of enactment
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of the Revenue Reconciliation Act of 1990 (title XI of
Pub. L. 101-508, approved Nov. 5, 1990), by inserting be-
fore period at end of first sentence ‘‘and without regard
to the deduction under section 56(h)”’.

1993—Subsec. (b)(7). Pub. L. 103-66, §13302(a)(1), struck
out ‘‘plus’ at end.

Subsec. (b)(8). Pub. L. 103-66, §13322(a), which directed
amendment of par. (8) by striking ‘‘plus” at end, was
executed by striking ‘‘and’ at end to reflect the prob-
able intent of Congress.

Pub. L. 103-66, §13302(a)(1), substituted ¢, and” for pe-
riod at end.

Subsec. (b)(9). Pub. L. 103-66, §13443(b)(1), struck out
“plus’ at end.

Pub. L. 103-66, §13322(a), substituted ¢, plus’ for pe-
riod at end.

Pub. L. 103-66, §13302(a)(1), added par. (9).

Subsec. (b)(10). Pub. L. 103-66, §13443(b)(1), substituted
¢, plus” for period at end.

Pub. L. 103-66, §13322(a), added par. (10).

Subsec. (b)(11). Pub. L. 103-66, §13443(b)(1), added par.
D).

Subsec. (¢)(2), (3). Pub. L. 103-66, §13302(c)(1), added
par. (2) and redesignated former par. (2) as (3).

1992—Subsec. (b)(6) to (8). Pub. L. 102486 struck out
“plus’ at end of par. (6), substituted ¢‘; plus’ for period
at end of par. (7), and added par. (8).

1990—Subsec. (b)(1). Pub. L. 101-508, §11813(b)(2)(A),
substituted ‘‘section 46" for ‘‘section 46(a)”’.

Subsec. (b)(4). Pub. L. 101-508, §11511(b)(1), struck out
“plus’ at end.

Subsec. (b)(5). Pub. L. 101-508, §11611(b)(1), struck out
“plus’ at end.

Pub. L. 101-508, §11511(b)(1), substituted *‘, plus’ for
period at end.

Subsec. (b)(6). Pub. L. 101-508, §11611(b)(1), substituted
¢, plus” for period at end.

Pub. L. 101-508, §11511(b)(1), added par. (6).

Subsec. (b)(7). Pub. L. 101-508, §11611(b)(1), added par.
M.
Subsec. (¢)(2). Pub. L. 101-508, §11813(b)(2)(B), redesig-
nated par. (3) as (2) and struck out former par. (2) which
permitted an offset of regular investment tax credit
against 25 percent of minimum tax.

Subsec. (¢)(2)(C). Pub. L. 101-508, §11813(b)(2)(C), in-
serted ‘‘(as in effect on the day before the date of the
enactment of the Revenue Reconciliation Act of 1990)”
after ““46(e)(1)” and ‘‘(as so in effect)” after ‘‘46(e)(2)’.

Subsec. (¢)(3). Pub. L. 101-508, §11813(b)(2)(B), redesig-
nated par. (3) as (2).

Subsec. (d). Pub. L. 101-508, §11813(b)(2)(D)(i), sub-
stituted ‘‘any provision’” for ‘‘sections 46(f), 47(a),
196(a), and any other provision’ in introductory provi-
sions.

Subsec. (d)(2). Pub. L. 101-508, §11813(b)(2)(D)(ii),
amended par. (2) generally. Prior to amendment, par.
(2) read as follows: ‘“The order in which credits attrib-
utable to a percentage referred to in section 46(a) are
used shall be determined on the basis of the order in
which such percentages are listed in section 46(a) as of
the close of the taxable year in which the credit is
used.”

Subsec. (A)(3)(B). Pub. L. 101-508, §11813(b)(2)(D)(iii),
amended subpar. (B) generally. Prior to amendment,
subpar. (B) read as follows: ‘‘the employee plan per-
centage (as defined in section 46(a)(2)(E), as in effect on
the day before the date of the enactment of the Tax Re-
form Act of 1984) shall be treated as referred to after
section 46(a)(2).”

1988—Subsec. (c). Pub. L. 100-647, §1007(g2)(2), amended
pars. (1) to (3) generally, substituting pars. (1) and (2)
for former pars. (1) to (3), redesignating former par. (4)
as (3), and substituting ‘‘subparagraph (B) of paragraph
(1)” for ‘‘subparagraphs (A) and (B) of paragraph (1)’ in
subpars. (A), (B), (C), and (D).

Pub. L. 100-647, §1007(g)(8), made technical correction
to directory language of Pub. L. 99-514, §701(c)(4), see
1986 Amendment note below.

Subsec. (d). Pub. L. 100-647, §1002(e)(8)(A), substituted
“Ordering rules” for ‘‘Special rules for certain regu-
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lated companies” in heading and amended text gener-
ally. Prior to amendment, text read as follows: ‘‘In the
case of any taxpayer to which section 46(f) applies, for
purposes of sections 46(f), 47(a), and 196(a) and any
other provision of this title where it is necessary to as-
certain the extent to which the credits determined
under section 40(a), 41(a), 42(a), 46(a), or 51(a) are used
in a taxable year or as a carryback or carryforward, the
order in which such credits are used shall be deter-
mined on the basis of the order in which they are listed
in subsection (b).”

1986—Subsec. (b)(4). Pub. L. 99-514, §231(d)(1), added
par. (4).

Pub. L. 99-514, §1171(b)(1), struck out former par. (4)
which read as follows: ‘‘the employee stock ownership
credit determined under section 41(a)”’.

Subsec. (b)(5). Pub. L. 99-514, §252(b)(1), added par. (5).

Subsec. (¢). Pub. L. 99-514, §701(c)(4), as amended by
Pub. L. 100-647, §1007(g)(8), added pars. (1) to (3), redes-
ignated former par. (3) as (4), and struck out former
par. (1) “In general” which provided: ‘“The credit al-
lowed under subsection (a) for any taxable year shall
not exceed the sum of—

““(A) so much of the taxpayer’s net tax liability for
the taxable year as does not exceed $25,000, plus
‘“(B) 756 percent of so much of the taxpayer’s net tax
liability for the taxable year as exceeds $25,000.”’
and former par. (2) ‘‘Net tax liability’’, which provided:
‘““‘For purposes of paragraph (1), the term ‘net tax liabil-
ity’ means the tax liability (as defined in section 26(b)),
reduced by the sum of the credits allowable under sub-
parts A and B of this part.”

Subsec. (¢)(1)(B). Pub. L. 99-514, §221(a), substituted
‘75 percent’’ for ‘‘85 percent’’.

Subsec. (d). Pub. L. 99-514,
“42(a),”.

Pub. L. 99-514, §1171(b)(2), substituted ‘‘and 196(a)”’ for
““196(a), and 404(d)” and struck out ‘41(a),” after
“40(a)”’.

Pub. L. 99-514, §231(d)(3)(B), inserted ‘4l(a),” after
“40(a),”.

1984—Subsec. (c¢)(2). Pub. L. 98-369, §612(e)(1), sub-
stituted ‘‘section 26(b)”’ for ‘‘section 25(b)’’.

§2562(b)(2), inserted

EFFECTIVE DATE OF 1996 AMENDMENT

Section 1201(g) of Pub. L. 104-188 provided that: ‘““The
amendments made by this section [amending this sec-
tion and sections 41, 45A, 51, 196, and 1396 of this title]
shall apply to individuals who begin work for the em-
ployer after September 30, 1996.”

Amendment by section 1205(a)(2) of Pub. L. 104-188 ap-
plicable to amounts paid or incurred in taxable years
ending after June 30, 1996, see section 1205(e) of Pub. L.
104-188, set out as a note under section 29 of this title.

Section 1702(i) of Pub. L. 104-188 provided that: ‘‘Ex-
cept as otherwise expressly provided, any amendment
made by this section [amending this section, sections
50, 56, 59, 143, 151, 168, 172, 179, 243, 280F, 341, 424, 460,
613A, 805, 832, 861, 897, 1248, 1250, 1367, 1504, 2701, 2702,
2704, 4093, 4975, 5041, 5061, 5354, 6038A, 6302, 6416, 6427,
6501, 6503, 6621, 6724, and 7012 of this title, and provisions
set out as a note under section 42 of this title] shall
take effect as if included in the provision of the Reve-
nue Reconciliation Act of 1990 [Pub. L. 101-508, title XI]
to which such amendment relates.”

EFFECTIVE DATE OF 1993 AMENDMENT

Section 13303 of Pub. L. 103-66 provided that: ‘“The
amendments made by this part [part I (§§13301-13303) of
subchapter C of chapter 1 of title XIII of Pub. L. 103-66,
enacting sections 1391 to 1394 and 1396 to 1397D of this
title and amending this section and sections 39, 51, 196,
280C, and 381 of this title] shall take effect on the date
of the enactment of this Act [Aug. 10, 1993].”

Section 13322(f) of Pub. L. 103-66 provided that: ‘“The
amendments made by this section [enacting section 45A
of this title and amending this section and sections 39,
196, and 280C of this title] shall apply to wages paid or
incurred after December 31, 1993.”’
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Section 13443(d) of Pub. L. 103-66, as amended by Pub.
L. 104-188, title I, §1112(a)(2), Aug. 20, 1996, 110 Stat.
1759, provided that: ‘“The amendments made by this
section [enacting section 45B of this title and amending
this section and section 39 of this title] shall apply with
respect to taxes paid after December 31, 1993, with re-
spect to services performed before, on, or after such
date.”

EFFECTIVE DATE OF 1992 AMENDMENT

Section 1914(e) of Pub. L. 102-486 provided that: ‘“The
amendments made by this section [enacting section 45
of this title and amending this section and section 39 of
this title] shall apply to taxable years ending after De-
cember 31, 1992.”

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11511(b)(1) of Pub. L. 101-508
applicable to costs paid or incurred in taxable years be-
ginning after Dec. 31, 1990, see section 11511(d)(1) of Pub.
L. 101-508, set out as an Effective Date note under sec-
tion 43 of this title.

Section 11611(e) of Pub. L. 101-508 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [enacting section
44 of this title and amending this section and sections
39 and 190 of this title] shall apply to expenditures paid
or incurred after the date of the enactment of this Act
[Nov. 5, 1990].

‘(2) SUBSECTION (c¢).—The amendment made by sub-
section (c) [amending section 190 of this title] shall
apply to taxable years beginning after the date of the
enactment of this Act.”

Amendment by section 11813(b)(2) of Pub. L. 101-508
applicable to property placed in service after Dec. 31,
1990, but not applicable to any transition property (as
defined in section 49(e) of this title), any property with
respect to which qualified progress expenditures were
previously taken into account under section 46(d) of
this title, and any property described in section
46(b)(2)(C) of this title, as such sections were in effect
on Nov. 4, 1990, see section 11813(c) of Pub. L. 101-508,
set out as a note under section 29 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Section 1002(e)(8)(C) of Pub. L. 100-647 provided that:
“The amendments made by this paragraph [amending
this section and section 49 of this title] shall apply to
taxable years beginning after December 31, 1983, and to
carrybacks from such years.”’

Amendment by section 1007(g)(2), (8) of Pub. L. 100-647
effective, except as otherwise provided, as if included in
the provision of the Tax Reform Act of 1986, Pub. L.
99-514, to which such amendment relates, see section
1019(a) of Pub. L. 100-647, set out as a note under sec-
tion 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Section 221(b) of Pub. L. 99-514 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1985.”

Amendment by section 231(d)(1), (3)(B) of Pub. L.
99-514 applicable to taxable years beginning after Dec.
31, 1985, see section 231(g) of Pub. L. 99-514, set out as
a note under section 41 of this title.

Amendment by section 252(b) of Pub. L. 99-514 appli-
cable to buildings placed in service after Dec. 31, 1986,
in taxable years ending after such date, see section
262(e) of Pub. L. 99-514, set out as an Effective Date
note under section 42 of this title.

Amendment by section 701(c)(4) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
with certain exceptions and qualifications, see section
701(f) of Pub. L. 99-514, set out as an Effective Date note
under section 55 of this title.

Section 1171(c) of Pub. L. 99-514 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
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section and sections 56, 108, 401, and 404 of this title and
repealing sections 41 and 6699 of this title] shall apply
to compensation paid or accrued after December 31,
1986, in taxable years ending after such date.

““(2) SECTIONS 404(i1) AND 6699 TO CONTINUE TO APPLY TO
PRE-1987 CREDITS.—The provisions of sections 404(i) and
6699 of the Internal Revenue Code of 1986 shall continue
to apply with respect to credits under section 41 of such
Code attributable to compensation paid or accrued be-
fore January 1, 1987 (or under section 38 of such Code
with respect to qualified investment before January 1,
1983).”

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98-369 applicable to interest
paid or accrued after December 31, 1984, on indebtedness
incurred after December 31, 1984, see section 612(g) of
Pub. L. 98-369, set out as an Effective Date note under
section 25 of this title.

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1983, and to carrybacks from such years, see
section 475(a) of Pub. L. 98-369, set out as an Effective
Date of 1984 Amendment note under section 21 of this
title.

SAVINGS PROVISION

For provisions that nothing in amendment by section
11813(b)(2) of Pub. L. 101-508 be construed to affect
treatment of certain transactions occurring, property
acquired, or items of income, loss, deduction, or credit
taken into account prior to Nov. 5, 1990, for purposes of
determining liability for tax for periods ending after
Nov. 5, 1990, see section 11821(b) of Pub. L. 101-508, set
out as a note under section 29 of this title.

CREDIT FOR CONTRIBUTIONS TO CERTAIN COMMUNITY
DEVELOPMENT CORPORATIONS

Section 13311 of Pub. L. 103-66, as amended by Pub. L.
104-188, title I, §1703(n)(13), Aug. 20, 1996, 110 Stat. 1877,
provided that:

‘“(a) IN GENERAL.—For purposes of section 38 of the
Internal Revenue Code of 1986, the current year busi-
ness credit shall include the credit determined under
this section.

‘“(b) DETERMINATION OF CREDIT.—The credit deter-
mined under this section for each taxable year in the
credit period with respect to any qualified CDC con-
tribution made by the taxpayer is an amount equal to
5 percent of such contribution.

‘‘(c) CREDIT PERIOD.—For purposes of this section, the
credit period with respect to any qualified CDC con-
tribution is the period of 10 taxable years beginning
with the taxable year during which such contribution
was made.

‘(d) QUALIFIED CDC CONTRIBUTION.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘qualified CDC con-
tribution’ means any transfer of cash—

““(A) which is made to a selected community de-
velopment corporation during the 5-year period be-
ginning on the date such corporation was selected
for purposes of this section,

“(B) the amount of which is available for use by
such corporation for at least 10 years,

‘(C) which is to be used by such corporation for
qualified low-income assistance within its oper-
ational area, and

‘(D) which is designated by such corporation for
purposes of this section.
¢“(2) LIMITATIONS ON AMOUNT DESIGNATED.—The ag-

gregate amount of contributions to a selected com-

munity development corporation which may be des-
ignated by such corporation shall not exceed
$2,000,000.

‘“(e) SELECTED COMMUNITY DEVELOPMENT CORPORA-
TIONS.—

‘(1) IN GENERAL.—For purposes of this section, the
term ‘selected community development corporation’
means any corporation—
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‘“(A) which is described in section 501(c)(3) of such
Code and exempt from tax under section 501(a) of
such Code,

‘“(B) the principal purposes of which include pro-
moting employment of, and business opportunities
for, low-income individuals who are residents of the
operational area, and

‘“(C) which is selected by the Secretary of Hous-
ing and Urban Development for purposes of this sec-
tion.
¢“(2) ONLY 20 CORPORATIONS MAY BE SELECTED.—The

Secretary of Housing and Urban Development may

select 20 corporations for purposes of this section,

subject to the availability of eligible corporations.

Such selections may be made only before July 1, 1994.

At least 8 of the operational areas of the corporations

selected must be rural areas (as defined by section

1393(a)(2) of such Code).

‘“(3) OPERATIONAL AREAS MUST HAVE CERTAIN CHAR-
ACTERISTICS.—A corporation may be selected for pur-
poses of this section only if its operational area
meets the following criteria:

‘“(A) The area meets the size requirements under
section 1392(a)(3).

‘(B) The unemployment rate (as determined by
the appropriate available data) is not less than the
national unemployment rate.

‘(C) The median family income of residents of
such area does not exceed 80 percent of the median
gross income of residents of the jurisdiction of the
local government which includes such area.

“(f) QUALIFIED LOW-INCOME ASSISTANCE.—For pur-
poses of this section, the term ‘qualified low-income as-
sistance’ means assistance—

‘(1) which is designed to provide employment of,
and business opportunities for, low-income individ-
uals who are residents of the operational area of the
community development corporation, and

‘(2) which is approved by the Secretary of Housing
and Urban Development.”’

APPLICABILITY OF CERTAIN AMENDMENTS BY PUBLIC
LAW 99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section 701(c)(4) of
Pub. L. 99-514 notwithstanding any treaty obligation of
the United States in effect on Oct. 22, 1986, with provi-
sion that for such purposes any amendment by title I
of Pub. L. 100-647 be treated as if it had been included
in the provision of Pub. L. 99-514 to which such amend-
ment relates, see section 1012(aa)(2), (4) of Pub. L.
100-647, set out as a note under section 861 of this title.

EFFECTIVE 15-YEAR CARRYBACK OF EXISTING
CARRYFORWARDS OF STEEL COMPANIES

Section 212 of Pub. L. 99-514, as amended by Pub. L.
100-647, title I, §1002(f), Nov. 10, 1988, 102 Stat. 3369, pro-
vided that:

‘‘(a) GENERAL RULE.—If a qualified corporation makes
an election under this section for its 1st taxable year
beginning after December 31, 1986, with respect to any
portion of its existing carryforwards, the amount deter-
mined under subsection (b) shall be treated as a pay-
ment against the tax imposed by chapter 1 of the Inter-
nal Revenue Code of 1986 made by such corporation on
the last day prescribed by law (without regard to exten-
sions) for filing its return of tax under chapter 1 of such
Code for such 1st taxable year.

‘““(b) AMOUNT.—For purposes of subsection (a), the
amount determined under this subsection shall be the
lesser of—

‘(1) 50 percent of the portion of the corporation’s
existing carryforwards to which the election under
subsection (a) applies, or

‘“(2) the corporation’s net tax liability for the
carryback period.

‘“(c) CORPORATION MAKING ELECTION MAY NOT USE
SAME AMOUNTS UNDER SECTION 38.—In the case of a
qualified corporation which makes an election under
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subsection (a), the portion of such corporation’s exist-
ing carryforwards to which such an election applies
shall not be taken into account under section 38 of the
Internal Revenue Code of 1986 for any taxable year be-
ginning after December 31, 1986.

“(d) NET TAX LIABILITY FOR CARRYBACK PERIOD.—For
purposes of this section—

‘(1) IN GENERAL.—A corporation’s net tax liability
for the carryback period is the aggregate of such cor-
poration’s net tax liability for taxable years in the
carryback period.

‘(2) NET TAX LIABILITY.—The term ‘net tax liabil-
ity’ means, with respect to any taxable year, the
amount of the tax imposed by chapter 1 of the Inter-
nal Revenue Code of 1954 [now 1986] for such taxable
year, reduced by the sum of the credits allowable
under part IV of subchapter A of such chapter 1
(other than section 34 thereof). For purposes of the
preceding sentence, any tax treated as not imposed
by chapter 1 of such Code under section 26(b)(2) of
such Code shall not be treated as tax imposed by such
chapter 1.

‘“(3) CARRYBACK PERIOD.—The term ‘carryback pe-
riod’ means the period—

““(A) which begins with the corporation’s 15th tax-
able year preceding the 1st taxable year from which
there is an unused credit included in such corpora-
tion’s existing carryforwards (but in no event shall
such period begin before the corporation’s 1st tax-
able year ending after December 31, 1961), and

“(B) which ends with the corporation’s last tax-
able year beginning before January 1, 1986.

‘‘(e) NO RECOMPUTATION OF MINIMUM TAX, ETC.—Noth-
ing in this section shall be construed to affect—

‘(1) the amount of the tax imposed by section 56 of
the Internal Revenue Code of 1986, or

“(2) the amount of any credit allowable under such
Code,

for any taxable year in the carryback period.
“(f) REINVESTMENT REQUIREMENT.—

‘(1) IN GENERAL.—Any amount determined under
this section must be committed to reinvestment in,
and modernization of the steel industry through in-
vestment in modern plant and equipment, research
and development, and other appropriate projects,
such as working capital for steel operations and pro-
grams for the retraining of steel workers.

‘(2) SPECIAL RULE.—In the case of the LTV Corpora-
tion, in lieu of the requirements of paragraph (1)—

““(A) such corporation shall place such refund in a
separate account; and

“(B) amounts in such separate account—

‘(i) shall only be used by the corporation—

‘“(I) to purchase an insurance policy which
provides that, in the event the corporation be-
comes involved in a title 11 or similar case (as
defined in section 368(a)(3)(A) of the Internal
Revenue Code of 1954 [now 1986]), the insurer
will provide life and health insurance coverage
during the 1-year period beginning on the date
when the corporation receives the refund to any
individual with respect to whom the corpora-
tion would (but for such involvement) have been
obligated to provide such coverage the coverage
provided by the insurer will be identical to the
coverage which the corporation would (but for
such involvement) have been obligated to pro-
vide, and provides that the payment of insur-
ance premiums will not be required during such
1-year period to keep such policy in force, or

‘“(IT) directly in connection with the trade or
business of the corporation in the manufacturer
or production of steel; and
‘“(ii) shall be used (or obligated) for purposes de-

scribed in clause (i) not later than 3 months after

the corporation receives the refund.

‘“(3) In the case of a qualified corporation, no offset
to any refund under this section may be made by rea-
son of any tax imposed by section 4971 of the Internal
Revenue Code of 1986 (or any interest or penalty at-
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tributable to any such tax), and the date on which

any such refund is to be paid shall be determined

without regard to such corporation’s status under
title 11, United States Code.

‘‘(g) DEFINITIONS.—For purposes of this section—

‘(1) QUALIFIED CORPORATION.—

‘“(A) IN GENERAL.—The term ‘qualified corpora-
tion’ means any corporation which is described in
section 806(b) of the Steel Import Stabilization Act
[19 U.S.C. 2253 note] and a company which was in-
corporated on February 11, 1983, in Michigan.

‘“(B) CERTAIN PREDECESSORS INCLUDED.—In the
case of any qualified corporation which has carry-
forward attributable to a predecessor corporation
described in such section 806(b), the qualified cor-
poration and the predecessor corporation shall be
treated as 1 corporation for purposes of subsections
(d) and (e).

‘(2) EXISTING CARRYFORWARDS.—The term ‘existing
carryforward’ means the aggregate of the amounts
which—

‘“(A) are unused business credit carryforwards to
the taxpayer’s 1st taxable year beginning after De-
cember 31, 1986 (determined without regard to the
limitations of section 38(c) and any reduction under
section 49 of the Internal Revenue Code of 1986), and

“(B) are attributable to the amount of the regular
investment credit determined for periods before
January 1, 1986, under section 46(a)(1) of such Code
(relating to regular percentage), or any correspond-
ing provision of prior law, determined on the basis
that the regular investment credit was used first.
‘“(3) SPECIAL RULE FOR RESTRUCTURING.—In the case

of any corporation, any restructuring shall not limit,

increase, or otherwise affect the benefits which would
have been available under this section but for such
restructuring.

“‘(h) TENTATIVE REFUNDS.—Rules similar to the rules
of section 6425 of the Internal Revenue Code of 1986
shall apply to any overpayment resulting from the ap-
plication of this section.”

EFFECTIVE 15-YEAR CARRYBACK OF EXISTING
CARRYFORWARDS OF QUALIFIED FARMERS

Section 213 of Pub. L. 99-514, as amended by Pub. L.
100-647, title I, §1002(g), Nov. 10, 1988, 102 Stat. 3369, pro-
vided that:

‘‘(a) GENERAL RULE.—If a taxpayer who is a qualified
farmer makes an election under this section for its 1st
taxable year beginning after December 31, 1986, with re-
spect to any portion of its existing carryforwards, the
amount determined under subsection (b) shall be treat-
ed as a payment against the tax imposed by chapter 1
of the Internal Revenue Code of 1986 made by such tax-
payer on the last day prescribed by law (without regard
to extensions) for filing its return of tax under chapter
1 of such Code for such 1st taxable year.

‘“(b) AMOUNT.—For purposes of subsection (a), the
amount determined under this subsection shall be
equal to the smallest of—

‘(1) 50 percent of the portion of the taxpayer’s ex-
isting carryforwards to which the election under sub-
section (a) applies,

‘(2) the taxpayer’s net tax liability for the carry-
back period (within the meaning of section 212(d) of
this Act [set out as a note above]), or

“(3) $750.

“‘(c) TAXPAYER MAKING ELECTION MAY NOT USE SAME
AMOUNTS UNDER SECTION 38.—In the case of a qualified
farmer who makes an election under subsection (a), the
portion of such farmer’s existing carryforwards to
which such an election applies shall not be taken into
account under section 38 of the Internal Revenue Code
of 1986 for any taxable year beginning after December
31, 1986.

¢(d) NO RECOMPUTATION OF MINIMUM TAX, ETC.—Noth-
ing in this section shall be construed to affect—

‘(1) the amount of the tax imposed by section 56 of
the Internal Revenue Code of 1954 [now 1986], or

“(2) the amount of any credit allowable under such
Code,
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for any taxable year in the carryback period (within
the meaning of section 212(d)(3) of this Act [set out as
a note abovel]).

‘‘(e) DEFINITIONS AND SPECIAL RULES.—For purposes
of this section—

‘(1) QUALIFIED FARMER.—The term ‘qualified farm-
er’ means any taxpayer who, during the 3-taxable
year period preceding the taxable year for which an
election is made under subsection (a), derived 50 per-
cent or more of the taxpayer’s gross income from the
trade or business of farming.

‘(2) EXISTING CARRYFORWARD.—The term ‘existing
carryforward’ means the aggregate of the amounts
which—

“(A) are unused business credit carryforwards to
the taxpayer’s 1st taxable year beginning after De-
cember 31, 1986 (determined without regard to the
limitations of section 38(c) of the Internal Revenue
Code of 1986), and

“(B) are attributable to the amount of the invest-
ment credit determined for periods before January
1, 1986, under section 46(a) of such Code (or any cor-
responding provision of prior law) with respect to
section 38 property which was used by the taxpayer
in the trade or business of farming, determined on
the basis that such credit was used first.

“(3) FARMING.—The term ‘farming’ has the meaning
given such term by section 2032A(e)(4) and (5) of such
Code.”

TREATMENT OF INVESTMENT TAX CREDITS WITH
RESPECT TO CERTAIN PUBLIC UTILITIES

For provisions requiring different applications of sub-
sec. (c¢) of this section to certain public utilities by
making substitutions in the percentages of the ten-
tative minimum tax referred to in subsec. (¢)(3)(A)(ii),
(B), under certain circumstances, see section 701(f)(6) of
Pub. L. 99-514, set out as an Effective Date note under
section 55 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XTI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

TRANSITION RULES

Section 1177 of subtitle C (§§1171-1177) of title XI of
Pub. L. 99-514, as amended by Pub. L. 100-647, title I,
§1011B(1)(1), (2), Nov. 10, 1988, 102 Stat. 3493, provided
that:

‘‘(a) SECTION 1171.—The amendments made by section
1171 [amending this section and sections 56, 108, 401, and
404 of this title and repealing sections 41 and 6699 of
this title] shall not apply in the case of a tax credit em-
ployee stock ownership plan if—

‘(1) such plan was favorably approved on Septem-
ber 23, 1983, by employees, and

‘“(2) not later than January 11, 1984, the employer of
such employees was 100 percent owned by such plan.
“(b) SUBTITLE NoT To APPLY TO CERTAIN NEWS-

PAPER.—The amendments made by section 1175 [amend-
ing section 401 of this title] shall not apply to any daily
newspaper—

‘(1) which was first published on December 17, 1855,
and which began publication under its current name
in 1954, and

‘“(2) which is published in a constitutional home
rule city (within the meaning of section 146(d)(3)(C) of
the Internal Revenue Code of 1986) which has a popu-
lation of less than 2,500,000.""

Section 1011B(1)(3) of Pub. L. 100-647 provided that: “If
any newspaper corporation described in section 1177(b)
of the Reform Act [section 1177(b) of Pub. L. 99-514, set
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out above], as amended by this subsection, pays in cash
a dividend within 60 days after the date of the enact-
ment of this Act [Nov. 10, 1988] to the corporation’s em-
ployee stock ownership plans and if a corporate resolu-
tion declaring such dividend was adopted before No-
vember 30, 1987, and such resolution specifies that such
dividend shall be contingent upon passage by the Con-
gress of technical corrections, then such dividend (to
the extent the aggregate amount so paid does not ex-
ceed $3,500,000) shall be treated as if it had been de-
clared and paid in 1987 for all purposes of the Internal
Revenue Code of 1986.”

ACCOUNTING FOR INVESTMENT CREDIT IN CERTAIN FI-
NANCIAL REPORTS AND REPORTS TO FEDERAL AGEN-
CIES

Pub. L. 92-178, title I, §101(c), Dec. 10, 1971, 85 Stat.
499, as amended by Pub. L. 98-369, div. A, title IV,
§450(a), July 18, 1984, 98 Stat. 818; Pub. L. 99-514, §2, Oct.
22, 1986, 100 Stat. 2095, provided that:

‘(1) IN GENERAL.—It was the intent of Congress in
enacting, in the Revenue Act of 1962 [see Short Title
of 1962 Amendment note set out under section 1 of
this title], the investment credit allowed by section
38 of the Internal Revenue Code of 1986 [formerly
I.R.C. 1954], and it is the intent of the Congress in re-
storing that credit in this Act [section 50 of this
title], to provide an incentive for modernization and
growth of private industry. Accordingly, notwith-
standing any other provision of law, on and after the
date of the enactment of this Act [Dec. 10, 1971]—

““(A) no taxpayer shall be required to use, for pur-
poses of financial reports subject to the jurisdiction
of any Federal agency or reports made to any Fed-
eral agency, any particular method of accounting
for the credit allowed by such section 38 [this sec-
tion], and

‘(B) a taxpayer shall disclose, in any such report,
the method of accounting for such credit used by
him for purposes of such report.

‘(2) EXCEPTIONS.—Paragraph (1) shall not apply to
taxpayers who are subject to the provisions of section
46(e) of the Internal Revenue Code of 1986 (as added by
section 105(c) of this Act) or to section 203(e) of the
Revenue Act of 1964 (as modified by section 105(e) of
this Act) [set out as note below].”’

[Section 450(b) of Pub. L. 98-369 provided that: ‘‘The
amendments made by this section [amending this note]
shall take effect as if included in the Revenue Act of
1971.°]

TREATMENT OF INVESTMENT CREDIT BY FEDERAL
REGULATORY AGENCIES

Pub. L. 88-272, title II, §203(e), Feb. 26, 1964, 78 Stat.
35, as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100
Stat. 2095, provided that: ‘It was the intent of the Con-
gress in providing an investment credit under section
38 of the Internal Revenue Code of 1986 [formerly I.R.C.
1954] and it is the intent of the Congress in repealing
the reduction in basis required by section 48(g) of such
Code to provide an incentive for modernization and
growth of private industry (including that portion
thereof which is regulated). Accordingly, Congress does
not intend that any agency or instrumentality of the
United States having jurisdiction with respect to a tax-
payer shall, without the consent of the taxpayer, use—

‘(1) in the case of public utility property (as de-
fined in section 46(c)(3)(B) of the Internal Revenue

Code of 1986, more than a proportionate part (deter-

mined with reference to the average useful life of the

property with respect to which the credit was al-
lowed) of the credit against tax allowed for any tax-
able year by section 38 of such Code, or
‘(2) in the case of any other property, any credit
against tax allowed by section 38 of such Code,
to reduce such taxpayer’s Federal income taxes for the
purpose of establishing the cost of service of the tax-
payer or to accomplish a similar result by any other
method.”

TITLE 26—INTERNAL REVENUE CODE

§39

Section 203(e) of Pub. L. 88-272, not applicable to pub-
lic utility property to which section 46(e) of this title
applies, see section 105(e) of Pub. L. 92-178, set out as a
note under section 46 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 29, 39, 40, 41, 42,
43, 44, 45, 45A, 45B, 45C, 46, 49, 50, 51, 51A, 52, b5, 108, 179,
196, 280C, 381, 877, 1274A, 1351, 1396, 4612 of this title.

§39. Carryback and carryforward of unused
credits

(a) In general
(1) 1-year carryback and 20-year carryforward

If the sum of the business credit carry-
forwards to the taxable year plus the amount
of the current year business credit for the tax-
able year exceeds the amount of the limitation
imposed by subsection (c) of section 38 for
such taxable year (hereinafter in this section
referred to as the ‘“‘unused credit year’’), such
excess (to the extent attributable to the
amount of the current year business credit)
shall be—

(A) a business credit carryback to each of
the 1 taxable years! preceding the unused
credit year, and

(B) a business credit carryforward to each
of the 20 taxable years following the unused
credit year,

and, subject to the limitations imposed by
subsections (b) and (c), shall be taken into ac-
count under the provisions of section 38(a) in
the manner provided in section 38(a).
(2) Amount carried to each year

(A) Entire amount carried to first year

The entire amount of the unused credit for
an unused credit year shall be carried to the
earliest of the 22 taxable years to which (by
reason of paragraph (1)) such credit may be
carried.

(B) Amount carried to other 21 years

The amount of the unused credit for the
unused credit year shall be carried to each of
the other 21 taxable years to the extent that
such unused credit may not be taken into
account under section 38(a) for a prior tax-
able year because of the limitations of sub-
sections (b) and (c).

(b) Limitation on carrybacks

The amount of the unused credit which may be
taken into account under section 38(a)(3) for any
preceding taxable year shall not exceed the
amount by which the limitation imposed by sec-
tion 38(c) for such taxable year exceeds the sum
of—

(1) the amounts determined under para-
graphs (1) and (2) of section 38(a) for such tax-
able year, plus

(2) the amounts which (by reason of this sec-
tion) are carried back to such taxable year and
are attributable to taxable years preceding the
unused credit year.

(¢) Limitation on carryforwards

The amount of the unused credit which may be
taken into account under section 38(a)(1) for any

180 in original.
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succeeding taxable year shall not exceed the
amount by which the limitation imposed by sec-
tion 38(c) for such taxable year exceeds the sum
of the amounts which, by reason of this section,
are carried to such taxable year and are attrib-
utable to taxable years preceding the unused
credit year.
(d) Transitional rules

(1) No carryback of enhanced oil recovery

credit before 1991

No portion of the unused business credit for
any taxable year which is attributable to the
credit determined under section 43(a) (relating
to enhanced oil recovery credit) may be car-
ried to a taxable year beginning before Janu-
ary 1, 1991.

(2) No carryback of section 44 credit before en-
actment

No portion of the unused business credit for
any taxable year which is attributable to the
disabled access credit determined under sec-
tion 44 may be carried to a taxable year end-
ing before the date of the enactment of section
44,

(3) No carryback of renewable electricity pro-
duction credit before effective date

No portion of the unused business credit for
any taxable year which is attributable to the
credit determined under section 45 (relating to
electricity produced from certain renewable
resources) may be carried back to any taxable
year ending before January 1, 1993 (before Jan-
uary 1, 1994, to the extent such credit is attrib-
utable to wind as a qualified energy resource).
(4) Empowerment zone employment credit

No portion of the unused business credit
which is attributable to the credit determined
under section 1396 (relating to empowerment
zone employment credit) may be carried to
any taxable year ending before January 1, 1994.
(5) No carryback of section 45A credit before

enactment

No portion of the unused business credit for
any taxable year which is attributable to the
Indian employment credit determined under
section 45A may be carried to a taxable year
ending before the date of the enactment of sec-
tion 45A.

(6) No carryback of section 45B credit before
enactment

No portion of the unused business credit for
any taxable year which is attributable to the
employer social security credit determined
under section 45B may be carried back to a
taxable year ending before the date of the en-
actment of section 45B.

(7) No carryback of section 45C credit before
July 1, 1996

No portion of the unused business credit for
any taxable year which is attributable to the
orphan drug credit determined under section
45C may be carried back to a taxable year end-
ing before July 1, 1996.

(8) No carryback of DC Zone credits before ef-
fective date

No portion of the unused business credit for
any taxable year which is attributable to the
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credits allowable under subchapter U by rea-
son of section 1400 may be carried back to a
taxable year ending before the date of the en-
actment of section 1400.

(Added Pub. L. 98-369, div. A, title IV, §473, July
18, 1984, 98 Stat. 828; amended Pub. L. 99-514,
title II, §231()(3)(C)(1), title XVIII, §1846, Oct.
22, 1986, 100 Stat. 2179, 2856; Pub. L. 100-647, title
I, §1002(1)(26), Nov. 10, 1988, 102 Stat. 3381; Pub. L.
101-508, title XI, §§11511(b)(2), 11611(b)(2),
11801(a)(2), Nov. b5, 1990, 104 Stat. 1388-485,
1388-503, 1388-520; Pub. L. 102486, title XIX,
§1914(c), Oct. 24, 1992, 106 Stat. 3023; Pub. L.
103-66, title XIII, §§13302(a)(2), 13322(d),
13443(b)(2), Aug. 10, 1993, 107 Stat. 555, 563, 569;
Pub. L. 104-188, title I, §§12056(c), 1703(n)(1), Aug.
20, 1996, 110 Stat. 1775, 1877; Pub. L. 105-34, title
VII, §701(b)(1), title X, §1083(a), Aug. 5, 1997, 111
Stat. 869, 951.)

REFERENCES IN TEXT

The date of the enactment of section 44, referred to
in subsec. (d)(2), means the date of the enactment of
Pub. L. 101-508, which was approved Nov. 5, 1990.

The date of the enactment of section 45A, referred to
in subsec. (d)(5), means the date of the enactment of
Pub. L. 103-66, which was approved Aug. 10, 1993.

The date of the enactment of section 456B, referred to
in subsec. (d)(6), means the date of the enactment of
Pub. L. 103-66, which was approved Aug. 10, 1993.

The date of the enactment of section 1400, referred to
in subsec. (d)(8), means the date of enactment of Pub.
L. 105-34, which was approved Aug. 5, 1997.

PRIOR PROVISIONS

A prior section 39 was renumbered section 34 of this
title.

Another prior section 39 was renumbered section 35 of
this title.

AMENDMENTS

1997—Subsec. (a)(1). Pub. L. 105-34, §1083(a)(1), sub-
stituted ‘‘1-year” for ‘‘3-year’” and ‘‘20-year’’ for ¢15-
year” in heading, ‘‘1 taxable’’ for ‘‘3 taxable’’ in subpar.
(A), and ‘20 taxable’ for ‘15 taxable’ in subpar. (B).

Subsec. (a)(2). Pub. L. 105-34, §1083(a)(2), in subpar.
(A), substituted ‘22 taxable” for ‘18 taxable’, and in
subpar. (B), substituted ‘21 years’ for ‘17 years” in
heading and ‘‘21 taxable’ for ‘17 taxable’’ in text.

Subsec. (d)(8). Pub. L. 105-34, §701(b)(1), added par. (8).

1996—Subsec. (d)(5). Pub. L. 104-188, §1703(n)(1)(A),
substituted ‘“45A” for ‘45’ in heading.

Subsec. (d)(6). Pub. L. 104-188, §1703(n)(1)(B),
stituted ¢“45B”’ for ‘45"’ in heading.

Subsec. (d)(7). Pub. L. 104-188, §1205(c), added par. (7).

1993—Subsec. (d)(4). Pub. L. 103-66, §13302(a)(2), added
par. (4).

Subsec. (d)(5). Pub. L. 103-66, §13322(d), added par. (5).

Subsec. (d)(6). Pub. L. 103-66, §13443(b)(2), added par.
(6).
1992—Subsec. (d). Pub. L. 102-486 redesignated par. (5),
relating to carryback of enhanced oil recovery credit,
as (1), redesignated par. (5), relating to carryback of
section 44 credit, as (2), and added par. (3).

1990—Subsec. (d)(1) to (4). Pub. L. 101-508, §11801(a)(2),
struck out par. (1) which related to carryforwards from
an unused credit year which did not expire before first
taxable year beginning after Dec. 31, 1983, par. (2) which
related to carrybacks in determining amount allowable
as credit including net tax liability, par. (3) which re-
lated to similar rules for research credit under section
30, and par. (4) which provided for no carryback of low-
income housing credit before 1987.

Subsec. (d)(5). Pub. L. 101-508, §11611(b)(2), added par.
(5) relating to carryback of section 44 credit.

Pub. L. 101-508, §11511(b)(2), added par. (5) relating to
carryback of enhanced oil recovery credit.

sub-
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1988—Subsec. (d)(4). Pub. L. 100-647 added par. (4).

1986—Subsec. (d)(1)(A). Pub. L. 99-514, §1846(1), in-
serted ‘‘(as in effect before the enactment of the Tax
Reform Act of 1984)”.

Subsec. (d)(2)(B). Pub. L. 99-514, §1846(2), substituted
‘“as defined in section 26(b)”’ for ‘‘as so defined in sec-
tion 25(b)”.

Subsec. (d)(3). Pub. L. 99-514, §231(d)(3)(C)(i), added
par. (3).

EFFECTIVE DATE OF 1997 AMENDMENT

Section 701(d) of Pub. L. 105-34 provided that: ‘“‘Except
as provided in subsection (c) [amending table of sub-
chapters for this chapter], the amendments made by
this section [enacting subchapter W of this chapter and
amending this section and section 1016 of this title]
shall take effect on the date of the enactment of this
Act [Aug. b, 1997].”

Section 1083(b) of Pub. L. 105-34 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall apply to credits arising in taxable years be-
ginning after December 31, 1997.”

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 1205(c) of Pub. L. 104-188 appli-
cable to amounts paid or incurred in taxable years end-
ing after June 30, 1996, see section 1205(e) of Pub. L.
104-188, set out as a note under section 29 of this title.

Section 1703(0) of Pub. L. 104-188 provided that: ‘‘Any
amendment made by this section [amending this sec-
tion and sections 40, 59, 108, 117, 135, 143, 163, 904, 956A,
958, 1017, 1044, 1201, 1245, 1297, 1394, 1397B, 1561, 4001, 6033,
6427, 6501, 6655, and 9502 of this title, renumbering sec-
tion 6714 of this title as section 6715, and amending pro-
visions set out as notes under sections 38, 42, 197, and
1258 of this title and section 401 of Title 42, The Public
Health and Welfare] shall take effect as if included in
the provision of the Revenue Reconciliation Act of 1993
[Pub. L. 103-66, title XIII, ch. I, §§13001-13444] to which
such amendment relates.”

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by section 13322(d) of Pub. L. 103-66 ap-
plicable to wages paid or incurred after Dec. 31, 1993,
see section 13322(f) of Pub. L. 103-66, set out as a note
under section 38 of this title.

Amendment by section 13443(b)(2) of Pub. L. 103-66 ap-
plicable with respect to taxes paid after Dec. 31, 1993,
with respect to services performed before, on, or after
such date, see section 13443(d) of Pub. L. 103-66, as
amended, set out as a note under section 38 of this
title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-486 applicable to taxable
years ending after Dec. 31, 1992, see section 1914(e) of
Pub. L. 102486, set out as a note under section 38 of
this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11511(b)(2) of Pub. L. 101-508
applicable to costs paid or incurred in taxable years be-
ginning after Dec. 31, 1990, see section 11511(d)(1) of Pub.
L. 101-508, set out as an Effective Date note under sec-
tion 43 of this title.

Amendment by section 11611(b)(2) of Pub. L. 101-508
applicable to expenditures paid or incurred after Nov. 5,
1990, see section 11611(e)(1) of Pub. L. 101-508, set out as
a note under section 38 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 231(d)(3)(C)(i) of Pub. L. 99-514
applicable to taxable years beginning after Dec. 31,
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1985, see section 231(g) of Pub. L. 99-514, set out as a
note under section 41 of this title.

Amendment by section 1846 of Pub. L. 99-514 effective,
except as otherwise provided, as if included in the pro-
visions of the Tax Reform Act of 1984, Pub. L. 98-369,
div. A, to which such amendment relates, see section
1881 of Pub. L. 99-514, set out as a note under section 48
of this title.

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1983, and to carrybacks from such years, see
section 475(a) of Pub. L. 98-369, set out as an Effective
Date of 1984 Amendment note under section 21 of this
title.

SAVINGS PROVISION

For provisions that nothing in amendment by section
11801(a)(2) of Pub. L. 101-508 be construed to affect
treatment of certain transactions occurring, property
acquired, or items of income, loss, deduction, or credit
taken into account prior to Nov. 5, 1990, for purposes of
determining liability for tax for periods ending after
Nov. 5, 1990, see section 11821(b) of Pub. L. 101-508, set
out as a note under section 29 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 38, 40, 41, 42,
45A, 48, 50, 196, 383, 1374, 6411, 6511 of this title.

§40. Alcohol used as fuel
(a) General rule

For purposes of section 38, the alcohol fuels
credit determined under this section for the tax-
able year is an amount equal to the sum of—

(1) the alcohol mixture credit, plus
(2) the alcohol credit, plus
(3) in the case of an eligible small ethanol
producer, the small ethanol producer credit.
(b) Definition of alcohol mixture credit, alcohol
credit, and small ethanol producer credit

For purposes of this section, and except as pro-
vided in subsection (h)—
(1) Alcohol mixture credit
(A) In general

The alcohol mixture credit of any tax-
payer for any taxable year is 60 cents for
each gallon of alcohol used by the taxpayer
in the production of a qualified mixture.

(B) Qualified mixture

The term ‘‘qualified mixture’” means a
mixture of alcohol and gasoline or of alcohol
and a special fuel which—

(i) is sold by the taxpayer producing such
mixture to any person for use as a fuel, or
(ii) is used as a fuel by the taxpayer pro-
ducing such mixture.
(C) Sale or use must be in trade or business,
ete.

Alcohol used in the production of a quali-
fied mixture shall be taken into account—
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(i) only if the sale or use described in
subparagraph (B) is in a trade or business
of the taxpayer, and

(ii) for the taxable year in which such
sale or use occurs.

(D) Casual off-farm production not eligible

No credit shall be allowed under this sec-
tion with respect to any casual off-farm pro-
duction of a qualified mixture.

(2) Alcohol credit
(A) In general

The alcohol credit of any taxpayer for any
taxable year is 60 cents for each gallon of al-
cohol which is not in a mixture with gaso-
line or a special fuel (other than any dena-
turant) and which during the taxable year—

(i) is used by the taxpayer as a fuel in a
trade or business, or

(ii) is sold by the taxpayer at retail to a
person and placed in the fuel tank of such
person’s vehicle.

(B) User credit not to apply to alcohol sold at
retail

No credit shall be allowed under subpara-
graph (A)(i) with respect to any alcohol
which was sold in a retail sale described in
subparagraph (A)(ii).

(3) Smaller credit for lower proof alcohol

In the case of any alcohol with a proof which
is at least 150 but less than 190, paragraphs
(1(A) and (2)(A) shall be applied by substitut-
ing ‘45 cents’ for ‘60 cents’’.

(4) Small ethanol producer credit

(A) In general

The small ethanol producer credit of any
eligible small ethanol producer for any tax-
able year is 10 cents for each gallon of quali-
fied ethanol fuel production of such pro-
ducer.

(B) Qualified ethanol fuel production

For purposes of this paragraph, the term
‘“‘qualified ethanol fuel production’” means
any alcohol which is ethanol which is pro-
duced by an eligible small ethanol producer,
and which during the taxable year—

(i) is sold by such producer to another
person—

(I) for use by such other person in the
production of a qualified mixture in such
other person’s trade or business (other
than casual off-farm production),

(IT) for use by such other person as a
fuel in a trade or business, or

(ITIT) who sells such ethanol at retail to
another person and places such ethanol
in the fuel tank of such other person, or

(ii) is used or sold by such producer for
any purpose described in clause (i).
(C) Limitation
The qualified ethanol fuel production of

any producer for any taxable year shall not
exceed 15,000,000 gallons.

(D) Additional distillation excluded

The qualified ethanol fuel production of
any producer for any taxable year shall not
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include any alcohol which is purchased by
the producer and with respect to which such
producer increases the proof of the alcohol
by additional distillation.

(5) Adding of denaturants not treated as mix-
ture

The adding of any denaturant to alcohol
shall not be treated as the production of a
mixture.

(c¢) Coordination with exemption from excise tax

The amount of the credit determined under
this section with respect to any alcohol shall,
under regulations prescribed by the Secretary,
be properly reduced to take into account any
benefit provided with respect to such alcohol
solely by reason of the application of subsection
(b)(2), (k), or (m) of section 4041, section 4081(c),
or section 4091(c).

(d) Definitions and special rules
For purposes of this section—
(1) Alcohol defined

(A) In general

The term ‘‘alcohol” includes methanol and
ethanol but does not include—
(i) alcohol produced from petroleum,
natural gas, or coal (including peat), or
(ii) alcohol with a proof of less than 150.

(B) Determination of proof

The determination of the proof of any al-
cohol shall be made without regard to any
added denaturants.

(2) Special fuel defined

The term ‘‘special fuel” includes any liquid
fuel (other than gasoline) which is suitable for
use in an internal combustion engine.

(8) Mixture or alcohol not used as a fuel, etc.
(A) Mixtures

If—

(i) any credit was determined under this
section with respect to alcohol used in the
production of any qualified mixture, and

(ii) any person—

(I) separates the alcohol from the mix-
ture, or

(IT) without separation, uses the mix-
ture other than as a fuel,

then there is hereby imposed on such person
a tax equal to 60 cents a gallon (45 cents in
the case of alcohol with a proof less than 190)
for each gallon of alcohol in such mixture.

(B) Alcohol

If—

(i) any credit was determined under this
section with respect to the retail sale of
any alcohol, and

(ii) any person mixes such alcohol or
uses such alcohol other than as a fuel,

then there is hereby imposed on such person
a tax equal to 60 cents a gallon (45 cents in
the case of alcohol with a proof less than 190)
for each gallon of such alcohol.

(C) Producer credit

If—
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(i) any credit was determined under sub-
section (a)(3), and

(ii) any person does not use such fuel for
a purpose described in subsection (b)(4)(B),

then there is hereby imposed on such person
a tax equal to 10 cents a gallon for each gal-
lon of such alcohol.

(D) Applicable laws

All provisions of law, including penalties,
shall, insofar as applicable and not incon-
sistent with this section, apply in respect of
any tax imposed under subparagraph (A),
(B), or (C) as if such tax were imposed by
section 4081 and not by this chapter.

(4) Volume of alcohol

For purposes of determining—

(A) under subsection (a) the number of gal-
lons of alcohol with respect to which a cred-
it is allowable under subsection (a), or

(B) under section 4041(k) or 4081(c) the per-
centage of any mixture which consists of al-
cohol,

the volume of alcohol shall include the volume
of any denaturant (including gasoline) which
is added under any formulas approved by the
Secretary to the extent that such denaturants
do not exceed 5 percent of the volume of such
alcohol (including denaturants).

(5) Pass-thru in the case of estates and trusts

Under regulations prescribed by the Sec-
retary, rules similar to the rules of subsection
(d) of section 52 shall apply.

(e) Termination

(1) In general

This section shall not apply to any sale or
use—
(A) for any period after December 31, 2000,
or
(B) for any period before January 1, 2001,
during which the rates of tax under section
4081(a)(2)(A) are 4.3 cents per gallon.

(2) No carryovers to certain years after expira-
tion

If this section ceases to apply for any period
by reason of paragraph (1), no amount attrib-
utable to any sale or use before the first day
of such period may be carried under section 39
by reason of this section (treating the amount
allowed by reason of this section as the first
amount allowed by this subpart) to any tax-
able year beginning after the 3-taxable-year
period beginning with the taxable year in
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(3) Manner of making election

An election under paragraph (1) (or revoca-
tion thereof) shall be made in such manner as
the Secretary may by regulations prescribe.

(g) Definitions and special rules for eligible

small ethanol producer credit

For purposes of this section—
(1) Eligible small ethanol producer

The term ‘‘eligible small ethanol producer”
means a person who, at all times during the
taxable year, has a productive capacity for al-
cohol (as defined in subsection (d)(1)(A) with-
out regard to clauses (i) and (ii)) not in excess
of 30,000,000 gallons.

(2) Aggregration! rule

For purposes of the 15,000,000 gallon limita-
tion wunder subsection (b)(4)(C) and the
30,000,000 gallon limitation under paragraph
(1), all members of the same controlled group
of corporations (within the meaning of section
267(f)) and all persons under common control
(within the meaning of section 52(b) but deter-
mined by treating an interest of more than 50
percent as a controlling interest) shall be
treated as 1 person.

(3) Partnership, S corporations, and other
pass-thru entities

In the case of a partnership, trust, S cor-
poration, or other pass-thru entity, the limita-
tions contained in subsection (b)(4)(C) and
paragraph (1) shall be applied at the entity
level and at the partner or similar level.

(4) Allocation

For purposes of this subsection, in the case
of a facility in which more than 1 person has
an interest, productive capacity shall be allo-
cated among such persons in such manner as
the Secretary may prescribe.

(5) Regulations

The Secretary may prescribe such regula-
tions as may be necessary—

(A) to prevent the credit provided for in
subsection (a)(3) from directly or indirectly
benefiting any person with a direct or indi-
rect productive capacity of more than
30,000,000 gallons of alcohol during the tax-
able year, or

(B) to prevent any person from directly or
indirectly benefiting with respect to more
than 15,000,000 gallons during the taxable
year.

(h) Reduced credit for ethanol blenders

In the case of any alcohol mixture credit or al-

cohol credit with respect to any alcohol which is

which such first day occurs.
ethanol—

(f) Election to have alcohol fuels credit not apply

(1) In general

A taxpayer may elect to have this section
not apply for any taxable year.

(2) Time for making election

An election under paragraph (1) for any tax-
able year may be made (or revoked) at any
time before the expiration of the 3-year period
beginning on the last date prescribed by law
for filing the return for such taxable year (de-
termined without regard to extensions).

(1) subsections (b)(1)(A) and (b)(2)(A) shall be
applied by substituting ‘54 cents” for 60
cents’’;

(2) subsection (b)(3) shall be applied by sub-
stituting ‘“40 cents” for ‘45 cents” and ‘54
cents’ for ‘60 cents’’; and

(3) subparagraphs (A) and (B) of subsection
(d)(3) shall be applied by substituting ‘54
cents’ for 60 cents” and ‘40 cents’ for ‘45
cents’’.

180 in original. Probably should be ‘“Aggregation”.
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(Added Pub. L. 96-223, title II, §232(b)(1), Apr. 2,
1980, 94 Stat. 273, §44E; amended Pub. L. 97-34,
title II §207(c)(3), Aug. 13, 1981, 95 Stat. 225; Pub.
L. 97-354, §5(a)(2), Oct. 19, 1982, 96 Stat. 1692; Pub.
L. 97-424, title V, §511(b)(2), (d)(3), Jan. 6, 1983, 96
Stat. 2170, 2171; renumbered §40 and amended
Pub. L. 98-369, div. A, title IV, §§471(c), 474(k),
title IX, §§912(c), (f), 913(b), July 18, 1984, 98 Stat.
826, 832, 1007, 1008; Pub. L. 100-203, title X,
§10502(d)(1), Dec. 22, 1987, 101 Stat. 1330-444; Pub.
L. 101-508, title XI, §11502(a)—(f), Nov. 5, 1990, 104
Stat. 1388-480 to 1388-482; Pub. L. 104-188, title I,
§1703(j), Aug. 20, 1996, 110 Stat. 1876.)

PRIOR PROVISIONS

A prior section 40, added Pub. L. 92-178, title VI,
§601(a), Dec. 10, 1971, 85 Stat. 553; amended Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90 Stat.
1834, related to allowance as a credit of expenses of
work incentive programs, prior to repeal by Pub. L.
98-369, div. A, title IV, §474(m)(1), July 18, 1984, 98 Stat.
833.

Another prior section 40 was renumbered section 35 of
this title.

AMENDMENTS

1996—Subsec. (e)(1)(B). Pub. L. 104-188 amended sub-
par. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘for any period before January 1, 2001,
during which the Highway Trust Fund financing rate
under section 4081(a)(2) is not in effect.”

1990—Subsec. (a)(2). Pub. L. 101-508, §11502(a)(1), sub-
stituted ¢, plus’ for period at end.

Subsec. (a)(3). Pub. L. 101-508, §11502(a)(2), added par.

3).

Subsec. (b). Pub. L. 101-508, §11502(e)(2), which di-
rected the insertion of *‘, and except as provided in sub-
section (h)” in introductory provisions without specify-
ing the location of such insertion, was executed after
‘“‘section’ to reflect the probable intent of Congress.

Pub. L. 101-508, §11502(b)(3), substituted ¢, alcohol
credit, and small ethanol producer credit’ for ‘‘and al-
cohol credit” in heading.

Subsec. (b)(4), (5). Pub. L. 101-508, §11502(b)(1), (2),
added par. (4) and redesignated former par. (4) as (5).

Subsec. (A)(3)(C), (D). Pub. L. 101-508, §11502(d)(1), (2),
added subpar. (C), redesignated former subpar. (C) as
(D), and substituted ‘‘subparagraph (A), (B), or (C)”’ for
“‘subparagraph (A) or (B)”.

Subsec. (e). Pub. L. 101-508, §11502(f), amended subsec.
(e) generally, substituting present provisions for provi-
sions prohibiting the applicability of this section to
any sale or use after Dec. 31, 1992, and prohibiting
carryovers to any taxable year beginning after Dec. 31,
1994.

Subsec. (g). Pub. L. 101-508, §11502(c), added subsec.

(®).

Subsec. (h). Pub. L. 101-508, §11502(e)(1), added subsec.
(h).
1987—Subsec. (c). Pub. L. 100203 substituted
‘“, section 4081(c), or section 4091(c)”’ for ‘‘or section
4081(c)”’.

1984—Pub. L. 98-369, §471(c), renumbered section 44E
of this title as this section.

Subsec. (a). Pub. L. 98-369, §474(k)(1), substituted
“For purposes of section 38, the alcohol fuels credit de-
termined under this section for the taxable year is an
amount equal to the sum of” for ‘““There shall be al-
lowed as a credit against the tax imposed by this chap-
ter for the taxable year an amount equal to the sum of”’
in introductory provisions.

Subsec. (b)(1)(A), (2)(A). Pub. L. 98-369, §912(c)(1), sub-
stituted ‘60 cents’’ for ‘50 cents’’.

Subsec. (b)(3). Pub. L. 98-369, §912(c), substituted ‘45
cents’ for “37.5 cents’ and ‘60 cents’’ for ‘50 cents’’.

Subsec. (c). Pub. L. 98-369, §913(b), substituted *(b)(2),
(k), or (m)” for “(b)(2) or (k).

Pub. L. 98-369, §474(k)(2), substituted ‘‘the credit de-
termined under this section’ for ‘‘the credit allowable
under this section”.
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Subsec. (A)(1)(A)(1). Pub. L. 98-369, §912(f), substituted
‘‘coal (including peat)’’ for ‘‘coal’’.
Subsec. (d)(3)(A). Pub. L. 98-369, §912(c), substituted

60 cents’” for ‘50 cents’” and ‘45 cents’ for 37.5
cents’.
Subsec. (d)(3)(A){d). Pub. L. 98-369, §474(k)(3), sub-

stituted ‘‘credit was determined’ for ‘‘credit was allow-
able”’.
Subsec. (A)(3)(B). Pub. L. 98-369, §912(c), substituted

60 cents’” for ‘50 cents’” and ‘45 cents’ for 37.5
cents’.
Subsec. (d)3)(B)(i). Pub. L. 98-369, §474(k)(3), sub-

stituted ‘“‘credit was determined” for ‘‘credit was allow-
able”’.

Subsec. (e). Pub. L. 98-369, §474(k)(4), redesignated
subsec. (f) as (e). Former subsec. (e), which had placed
a limitation based on the amount of tax, was struck
out.

Subsec. (e)(2). Pub. L. 98-369, §474(k)(5), substituted
‘“‘section 39 by reason of this section (treating the
amount allowed by reason of this section as the first
amount allowed by this subpart)” for ‘‘subsection
(e)2)”.

Subsec. (f). Pub. L. 98-369, §474(k)(6), added subsec. (f).
Former subsec. (f) redesignated (e).

1983—Subsec.  (b)((1)(A), (2)(A). Pub. L. 97424,
§511(d)(3)(A), substituted ‘50 cents’’ for ‘40 cents’’.

Subsec. (b)(3). Pub. L. 97424, §511(d)(3), substituted
“50 cents’ for ‘40 cents’” and ‘‘37.5 cents” for ‘30
cents”’.

Subsec. (c). Pub. L. 97-424, §511(b)(2), substituted
‘“‘subsection (b)(2) or (k) of section 4041 or section
4081(c)”’ for ‘‘section 4041(k) or 4081(c)’’ after ‘‘reason of
the application of”’.

Subsec. (A)(3)(A), (B). Pub. L. 97424, §511(d)(3), sub-
stituted ‘50 cents’ for ‘40 cents’ and ‘‘37.5 cents’’ for
‘30 cents”.

1982—Subsec. (d)(5). Pub. L. 97-354 substituted ‘‘Pass-
thru in the case of estates and trusts” for ‘‘Pass-
through in the case of subchapter S corporations, etc.”
in par. heading, and substituted provisions relating to
the applicability of rules similar to rules of subsec. (d)
of section 52 for provisions relating to the applicability
of rules similar to rules of subsecs. (d) and (e) of section
52.

1981—Subsec. (e)(2)(A). Pub. L. 97-34 substituted ‘15"
for ‘7"’ in two places, and ‘14" for ‘‘6’’ in one place.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-188 effective as if included
in the provision of the Revenue Reconciliation Act of
1993, Pub. L. 103-66, §§13001-13444, to which such amend-
ment relates, see section 1703(o) of Pub. L. 104-188, set
out as a note under section 39 of this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Section 11502(h) of Pub. L. 101-508 provided that:

‘(1) Except as provided in paragraph (2), the amend-
ments made by this section [amending this section]
shall apply to alcohol produced, and sold or used, in
taxable years beginning after December 31, 1990.

‘“(2) The amendments made by subsection (g) [amend-
ing provisions not classified to the Code] shall apply to
articles entered or withdrawn from warehouse on or
after January 1, 1991.”

EFFECTIVE DATE OF 1987 AMENDMENT

Section 10502(e) of Pub. L. 100-203 provided that: ‘“The
amendments made by this section [enacting sections
4091 to 4093 of this title, amending this section and sec-
tions 4041, 4081, 4101, 4221, 6206, 6416, 6421, 6427, 6652, 9502,
9503, and 9508 of this title, and enacting provisions set
out as notes under sections 4091 and 9502 of this title]
shall apply to sales after March 31, 1988.”"

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(k) of Pub. L. 98-369 appli-
cable to taxable years beginning after Dec. 31, 1983, and
to carrybacks from such years, see section 475(a) of
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Pub. L. 98-369, set out as a note under section 21 of this
title.

Section 912(g) of Pub. L. 98-369 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 4041, 4081, and 6427 of this title] shall
take effect on January 1, 1985.”

Amendment by section 913(b) of Pub. L. 98-369 effec-
tive Aug. 1, 1984, see section 913(c) of Pub. L. 98-369, set
out as a note under section 4041 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Amendments by section 511(b)(2), (d)(3) of Pub. L.
97-424 effective Apr. 1, 1983, see section 511(h) of Pub. L.
97-424, set out as a note under section 4041 of this title.

EFFECTIVE DATE OF 1982 AMENDMENT

Amendment by Pub. L. 97-354 applicable to taxable
years beginning after Dec. 31, 1982, see section 6(a) of
Pub. L. 97-354, set out as an Effective Date note under
section 1361 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable to unused
credit years ending after Sept. 30, 1980, see section
209(c)(2)(C) of Pub. L. 97-34, set out as an Effective Date
note under section 168 of this title.

EFFECTIVE DATE

Section 232(h)(1), (4) of Pub. L. 96-223, as amended by
Pub. L. 97448, title II, §202(e), Jan. 12, 1983, 96 Stat.
2396, provided that:

‘(1) The amendments made by subsections (b) and (c)
[enacting sections 44E [now 40] and 86 of this title and
amending sections 55, 381, 383, 4081, and 6096 of this
title] shall apply to sales or uses after September 30,
1980, in taxable years ending after such date.

‘“(4) Notwithstanding paragraph (1), the provisions of
section 44E(d)(4)(B) [now 40(d)(4)(B)] of such Code, as
added by this section, shall take effect on April 2,
1980.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 38, 87, 196, 6501
of this title.

§41. Credit for increasing research activities
(a) General rule

For purposes of section 38, the research credit
determined under this section for the taxable
year shall be an amount equal to the sum of—

(1) 20 percent of the excess (if any) of—

(A) the qualified research expenses for the
taxable year, over

(B) the base amount, and

(2) 20 percent of the basic research payments
determined under subsection (e)(1)(A).
(b) Qualified research expenses

For purposes of this section—
(1) Qualified research expenses

The term ‘‘qualified research expenses’”’
means the sum of the following amounts
which are paid or incurred by the taxpayer
during the taxable year in carrying on any
trade or business of the taxpayer—

(A) in-house research expenses, and
(B) contract research expenses.
(2) In-house research expenses
(A) In general

The term ‘‘in-house research expenses”
means—
(i) any wages paid or incurred to an em-
ployee for qualified services performed by
such employee,
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(ii) any amount paid or incurred for sup-
plies used in the conduct of qualified re-
search, and

(iii) under regulations prescribed by the
Secretary, any amount paid or incurred to
another person for the right to use com-
puters in the conduct of qualified research.

Clause (iii) shall not apply to any amount to
the extent that the taxpayer (or any person
with whom the taxpayer must aggregate ex-
penditures under subsection (f)(1)) receives
or accrues any amount from any other per-
son for the right to use substantially iden-
tical personal property.

(B) Qualified services

The term ‘‘qualified services’” means serv-
ices consisting of—
(i) engaging in qualified research, or
(ii) engaging in the direct supervision or
direct support of research activities which
constitute qualified research.

If substantially all of the services performed
by an individual for the taxpayer during the
taxable year consists of services meeting the
requirements of clause (i) or (ii), the term
“‘qualified services’ means all of the services
performed by such individual for the tax-
payer during the taxable year.

(C) Supplies

The term ‘‘supplies” means any tangible
property other than—
(i) land or improvements to land, and
(ii) property of a character subject to the
allowance for depreciation.
(D) Wages
(i) In general

The term ‘‘wages’” has the meaning
given such term by section 3401(a).
(ii) Self-employed individuals and owner-
employees

In the case of an employee (within the
meaning of section 401(c)(1)), the term
“‘wages’ includes the earned income (as
defined in section 401(c)(2)) of such em-
ployee.

(iii) Exclusion for wages to which work op-
portunity credit applies

The term ‘‘wages’ shall not include any
amount taken into account in determining
the work opportunity credit under section
51(a).

(3) Contract research expenses

(A) In general

The term ‘‘contract research expenses’
means 65 percent of any amount paid or in-
curred by the taxpayer to any person (other
than an employee of the taxpayer) for quali-
fied research.

(B) Prepaid amounts

If any contract research expenses paid or
incurred during any taxable year are attrib-
utable to qualified research to be conducted
after the close of such taxable year, such
amount shall be treated as paid or incurred
during the period during which the qualified
research is conducted.
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(C) Amounts paid to certain research consor-
tia
(i) In general
Subparagraph (A) shall be applied by
substituting <75 percent’ for ‘65 percent”
with respect to amounts paid or incurred
by the taxpayer to a qualified research
consortium for qualified research on behalf
of the taxpayer and 1 or more unrelated
taxpayers. For purposes of the preceding
sentence, all persons treated as a single
employer under subsection (a) or (b) of sec-
tion 52 shall be treated as related tax-
payers.
(ii) Qualified research consortium

The term ‘‘qualified research consor-
tium’ means any organization which—

(I) is described in section 501(c)(3) or
501(c)(6) and is exempt from tax under
section 501(a),

(IT) is organized and operated pri-
marily to conduct scientific research,
and

(ITI) is not a private foundation.

(4) Trade or business requirement disregarded
for in-house research expenses of certain
startup ventures

In the case of in-house research expenses, a
taxpayer shall be treated as meeting the trade
or business requirement of paragraph (1) if, at
the time such in-house research expenses are
paid or incurred, the principal purpose of the
taxpayer in making such expenditures is to
use the results of the research in the active
conduct of a future trade or business—

(A) of the taxpayer, or
(B) of 1 or more other persons who with
the taxpayer are treated as a single taxpayer

under subsection (f)(1).

(c) Base amount

(1) In general
The term ‘“‘base amount’> means the product
of—
(A) the fixed-base percentage, and
(B) the average annual gross receipts of
the taxpayer for the 4 taxable years preced-
ing the taxable year for which the credit is
being determined (hereinafter in this sub-
section referred to as the ‘‘credit year”’).
(2) Minimum base amount
In no event shall the base amount be less
than 50 percent of the qualified research ex-
penses for the credit year.
(3) Fixed-base percentage
(A) In general

Except as otherwise provided in this para-
graph, the fixed-base percentage is the per-
centage which the aggregate qualified re-
search expenses of the taxpayer for taxable
years beginning after December 31, 1983, and
before January 1, 1989, is of the aggregate
gross receipts of the taxpayer for such tax-
able years.

(B) Start-up companies
(i) Taxpayers to which subparagraph ap-
plies
The fixed-base percentage shall be deter-
mined under this subparagraph if—
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(I) the first taxable year in which a
taxpayer had both gross receipts and
qualified research expenses begins after
December 31, 1983, or

(IT) there are fewer than 3 taxable
years beginning after December 31, 1983,
and before January 1, 1989, in which the
taxpayer had both gross receipts and
qualified research expenses.

(ii) Fixed-base percentage

In a case to which this subparagraph ap-
plies, the fixed-base percentage is—

(I) 3 percent for each of the taxpayer’s
1st b taxable years beginning after De-
cember 31, 1993, for which the taxpayer
has qualified research expenses,

(IT) in the case of the taxpayer’s 6th
such taxable year, ¥% of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 4th and
5th such taxable years is of the aggre-
gate gross receipts of the taxpayer for
such years,

(ITII) in the case of the taxpayer’s Tth
such taxable year, Y5 of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th and
6th such taxable years is of the aggre-
gate gross receipts of the taxpayer for
such years,

(IV) in the case of the taxpayer’s 8th
such taxable year, 12 of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th, 6th,
and 7th such taxable years is of the ag-
gregate gross receipts of the taxpayer for
such years,

(V) in the case of the taxpayer’s 9th
such taxable year, %3 of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th, 6th,
Tth, and 8th such taxable years is of the
aggregate gross receipts of the taxpayer
for such years,

(VI) in the case of the taxpayer’s 10th
such taxable year, 5% of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th, 6th,
Tth, 8th, and 9th such taxable years is of
the aggregate gross receipts of the tax-
payer for such years, and

(VII) for taxable years thereafter, the
percentage which the aggregate qualified
research expenses for any 5 taxable years
selected by the taxpayer from among the
5th through the 10th such taxable years
is of the aggregate gross receipts of the
taxpayer for such selected years.

(iii) Treatment of de minimis amounts of
gross receipts and qualified research
expenses

The Secretary may prescribe regulations
providing that de minimis amounts of
gross receipts and qualified research ex-
penses shall be disregarded under clauses
(i) and (ii).

(C) Maximum fixed-base percentage

In no event shall the fixed-base percentage
exceed 16 percent.
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(D) Rounding

The percentages determined under sub-
paragraphs (A) and (B)(ii) shall be rounded
to the nearest 1/100th of 1 percent.

(4) Election of alternative incremental credit
(A) In general

At the election of the taxpayer, the credit
determined under subsection (a)(1) shall be
equal to the sum of—

(i) 1.65 percent of so much of the quali-
fied research expenses for the taxable year
as exceeds 1 percent of the average de-
scribed in subsection (c)(1)(B) but does not
exceed 1.5 percent of such average,

(ii) 2.2 percent of so much of such ex-
penses as exceeds 1.5 percent of such aver-
age but does not exceed 2 percent of such
average, and

(iii) 2.75 percent of so much of such ex-
penses as exceeds 2 percent of such aver-
age.

(B) Election

An election under this paragraph shall
apply to the taxable year for which made
and all succeeding taxable years unless re-
voked with the consent of the Secretary.

(5) Consistent treatment of expenses required
(A) In general

Notwithstanding whether the period for
filing a claim for credit or refund has ex-
pired for any taxable year taken into ac-
count in determining the fixed-base percent-
age, the qualified research expenses taken
into account in computing such percentage
shall be determined on a basis consistent
with the determination of qualified research
expenses for the credit year.

(B) Prevention of distortions

The Secretary may prescribe regulations
to prevent distortions in calculating a tax-
payer’s qualified research expenses or gross
receipts caused by a change in accounting
methods used by such taxpayer between the
current year and a year taken into account
in computing such taxpayer’s fixed-base per-
centage.

(6) Gross receipts

For purposes of this subsection, gross re-
ceipts for any taxable year shall be reduced by
returns and allowances made during the tax-
able year. In the case of a foreign corporation,
there shall be taken into account only gross
receipts which are effectively connected with
the conduct of a trade or business within the
United States.

(d) Qualified research defined
For purposes of this section—
(1) In general
The term ‘‘qualified research’” means re-
search—

(A) with respect to which expenditures
may be treated as expenses under section
174,

(B) which is undertaken for the purpose of
discovering information—
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(i) which is technological in nature, and

(ii) the application of which is intended
to be useful in the development of a new or
improved business component of the tax-
payer, and

(C) substantially all of the activities of
which constitute elements of a process of ex-
perimentation for a purpose described in
paragraph (3).

Such term does not include any activity de-

scribed in paragraph (4).

(2) Tests to be applied separately to each busi-
ness component

For purposes of this subsection—
(A) In general

Paragraph (1) shall be applied separately
with respect to each business component of
the taxpayer.

(B) Business component defined

The term ‘‘business component’” means
any product, process, computer software,
technique, formula, or invention which is to
be—

(i) held for sale, lease, or license, or
(ii) used by the taxpayer in a trade or
business of the taxpayer.

(C) Special rule for production processes

Any plant process, machinery, or tech-
nique for commercial production of a busi-
ness component shall be treated as a sepa-
rate business component (and not as part of
the business component being produced).

(3) Purposes for which research may qualify
for credit

For purposes of paragraph (1)(C)—
(A) In general

Research shall be treated as conducted for
a purpose described in this paragraph if it
relates to—
(i) a new or improved function,
(ii) performance, or
(iii) reliability or quality.

(B) Certain purposes not qualified

Research shall in no event be treated as
conducted for a purpose described in this
paragraph if it relates to style, taste, cos-
metic, or seasonal design factors.

(4) Activities for which credit not allowed

The term ‘‘qualified research’ shall not in-
clude any of the following:
(A) Research after commercial production
Any research conducted after the begin-
ning of commercial production of the busi-
ness component.
(B) Adaptation of existing business compo-
nents
Any research related to the adaptation of
an existing business component to a particu-
lar customer’s requirement or need.
(C) Duplication of existing business compo-
nent
Any research related to the reproduction
of an existing business component (in whole
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or in part) from a physical examination of
the business component itself or from plans,
blueprints, detailed specifications, or pub-
licly available information with respect to
such business component.
(D) Surveys, studies, etc.

Any—

(i) efficiency survey,

(ii) activity relating to management
function or technique,

(iii) market research, testing, or devel-
opment (including advertising or pro-
motions),

(iv) routine data collection, or

(v) routine or ordinary testing or inspec-
tion for quality control.

(E) Computer software

Except to the extent provided in regula-
tions, any research with respect to computer
software which is developed by (or for the
benefit of) the taxpayer primarily for inter-
nal use by the taxpayer, other than for use
in—

(i) an activity which constitutes quali-
fied research (determined with regard to
this subparagraph), or

(ii) a production process with respect to
which the requirements of paragraph (1)
are met.

(F) Foreign research

Any research conducted outside the United
States.
(G) Social sciences, etc.

Any research in the social sciences, arts,
or humanities.
(H) Funded research

Any research to the extent funded by any

grant, contract, or otherwise by another per-
son (or governmental entity).

(e) Credit allowable with respect to certain pay-

ments to qualified organizations for basic re-
search

For purposes of this section—
(1) In general
In the case of any taxpayer who makes basic

research payments for any taxable year—

(A) the amount of basic research payments
taken into account under subsection (a)(2)
shall be equal to the excess of—

(i) such basic research payments, over
(ii) the qualified organization base pe-
riod amount, and

(B) that portion of such basic research
payments which does not exceed the quali-
fied organization base period amount shall
be treated as contract research expenses for
purposes of subsection (a)(1).

(2) Basic research payments defined
For purposes of this subsection—
(A) In general

The term ‘‘basic research payment”
means, with respect to any taxable year, any
amount paid in cash during such taxable
year by a corporation to any qualified orga-
nization for basic research but only if—

(i) such payment is pursuant to a written
agreement between such corporation and
such qualified organization, and

(i) such basic research is to be per-
formed by such qualified organization.

(B) Exception to requirement that research
be performed by the organization

In the case of a qualified organization de-
scribed in subparagraph (C) or (D) of para-
graph (6), clause (ii) of subparagraph (A)
shall not apply.

(3) Qualified organization base period amount

For purposes of this subsection, the term
“‘qualified organization base period amount”
means an amount equal to the sum of—

(A) the minimum basic research amount,
plus
(B) the maintenance-of-effort amount.

(4) Minimum basic research amount
For purposes of this subsection—
(A) In general

The term ‘“minimum basic research
amount’” means an amount equal to the
greater of—

(i) 1 percent of the average of the sum of
amounts paid or incurred during the base
period for—

(I) any in-house research expenses, and
(IT) any contract research expenses, or

(ii) the amounts treated as contract re-
search expenses during the base period by
reason of this subsection (as in effect dur-
ing the base period).

(B) Floor amount

Except in the case of a taxpayer which was
in existence during a taxable year (other
than a short taxable year) in the base period,
the minimum basic research amount for any
base period shall not be less than 50 percent
of the basic research payments for the tax-
able year for which a determination is being
made under this subsection.

(5) Maintenance-of-effort amount
For purposes of this subsection—
(A) In general

The term ‘‘maintenance-of-effort amount”
means, with respect to any taxable year, an
amount equal to the excess (if any) of—

(i) an amount equal to—

(I) the average of the nondesignated
university contributions paid by the tax-
payer during the base period, multiplied
by

(IT) the cost-of-living adjustment for
the calendar year in which such taxable
year begins, over

(ii) the amount of nondesignated univer-
sity contributions paid by the taxpayer
during such taxable year.

(B) Nondesignated university contributions

For purposes of this paragraph, the term
‘“‘nondesignated university contribution”
means any amount paid by a taxpayer to
any qualified organization described in para-
graph (6)(A)—
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(i) for which a deduction was allowable
under section 170, and
(ii) which was not taken into account—
(I) in computing the amount of the
credit under this section (as in effect
during the base period) during any tax-
able year in the base period, or
(IT) as a basic research payment for
purposes of this section.
(C) Cost-of-living adjustment defined
(i) In general

The cost-of-living adjustment for any
calendar year is the cost-of-living adjust-
ment for such calendar year determined
under section 1(f)(3), by substituting ‘‘cal-
endar year 1987 for ‘‘calendar year 1992’
in subparagraph (B) thereof.

(ii) Special rule where base period ends in
a calendar year other than 1983 or 1984

If the base period of any taxpayer does
not end in 1983 or 1984, section 1(f)(3)(B)
shall, for purposes of this paragraph, be ap-
plied by substituting the calendar year in
which such base period ends for 1992. Such
substitution shall be in lieu of the substi-
tution under clause (i).

(6) Qualified organization

For purposes of this subsection, the term
‘“‘qualified organization” means any of the fol-
lowing organizations:

(A) Educational institutions

Any educational organization which—
(i) is an institution of higher education
(within the meaning of section 3304(f)), and
(ii) is described in section 170(b)(1)(A)(i).
(B) Certain scientific research organizations

Any organization not described in subpara-
graph (A) which—
(i) is described in section 501(c)(3) and is
exempt from tax under section 501(a),
(ii) is organized and operated primarily
to conduct scientific research, and
(iii) is not a private foundation.
(C) Scientific tax-exempt organizations

Any organization which—
(i) is described in—
(I) section 501(c)(3) (other than a pri-
vate foundation), or
(IT) section 501(c)(6),

(ii) is exempt from tax under section
501(a),

(iii) is organized and operated primarily
to promote scientific research by qualified
organizations described in subparagraph
(A) pursuant to written research agree-
ments, and

(iv) currently expends—

(I) substantially all of its funds, or
(IT) substantially all of the basic re-
search payments received by it,

for grants to, or contracts for basic re-
search with, an organization described in
subparagraph (A).
(D) Certain grant organizations
Any organization not described in subpara-
graph (B) or (C) which—
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(i) is described in section 501(c)(3) and is
exempt from tax under section 501(a)
(other than a private foundation),

(ii) is established and maintained by an
organization established before July 10,
1981, which meets the requirements of
clause (i),

(iii) is organized and operated exclu-
sively for the purpose of making grants to
organizations described in subparagraph
(A) pursuant to written research agree-
ments for purposes of basic research, and

(iv) makes an election, revocable only
with the consent of the Secretary, to be
treated as a private foundation for pur-
poses of this title (other than section 4940,
relating to excise tax based on investment
income).

(7) Definitions and special rules

For purposes of this subsection—
(A) Basic research

The term ‘‘basic research’” means any
original investigation for the advancement
of scientific knowledge not having a specific
commercial objective, except that such term
shall not include—

(1) basic research conducted outside of
the United States, and
(ii) basic research in the social sciences,
arts, or humanities.
(B) Base period

The term ‘‘base period” means the 3-tax-
able-year period ending with the taxable
year immediately preceding the 1st taxable
year of the taxpayer beginning after Decem-
ber 31, 1983.

(C) Exclusion from incremental credit cal-
culation

For purposes of determining the amount of
credit allowable under subsection (a)(1) for
any taxable year, the amount of the basic re-
search payments taken into account under
subsection (a)(2)—

(i) shall not be treated as qualified re-
search expenses under subsection (a)(1)(A),
and

(ii) shall not be included in the computa-
tion of base amount under subsection
(@)(1)(B).

(D) Trade or business qualification

For purposes of applying subsection (b)(1)
to this subsection, any basic research pay-
ments shall be treated as an amount paid in
carrying on a trade or business of the tax-
payer in the taxable year in which it is paid
(without regard to the provisions of sub-
section (b)(3)(B)).

(E) Certain corporations not eligible

The term ‘‘corporation’ shall not in-
clude—
(i) an S corporation,
(ii) a personal holding company (as de-
fined in section 542), or
(iii) a service organization (as defined in
section 414(m)(3)).

(f) Special rules
For purposes of this section—
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(1) Aggregation of expenditures
(A) Controlled group of corporations

In determining the amount of the credit
under this section—

(i) all members of the same controlled
group of corporations shall be treated as a
single taxpayer, and

(ii) the credit (if any) allowable by this
section to each such member shall be its
proportionate shares of the qualified re-
search expenses and basic research pay-
ments giving rise to the credit.

(B) Common control

Under regulations prescribed by the Sec-
retary, in determining the amount of the
credit under this section—

(i) all trades or businesses (whether or
not incorporated) which are under com-
mon control shall be treated as a single
taxpayer, and

(ii) the credit (if any) allowable by this
section to each such person shall be its
proportionate shares of the qualified re-
search expenses and basic research pay-
ments giving rise to the credit.

The regulations prescribed under this sub-
paragraph shall be based on principles simi-
lar to the principles which apply in the case
of subparagraph (A).

(2) Allocations

(A) Pass-thru in the case of estates and trusts

Under regulations prescribed by the Sec-
retary, rules similar to the rules of sub-
section (d) of section 52 shall apply.

(B) Allocation in the case of partnerships

In the case of partnerships, the credit shall
be allocated among partners under regula-
tions prescribed by the Secretary.

(3) Adjustments for certain acquisitions, etc.
Under regulations prescribed by the Sec-

retary—

(A) Acquisitions

If, after December 31, 1983, a taxpayer ac-
quires the major portion of a trade or busi-
ness of another person (hereinafter in this
paragraph referred to as the ‘‘predecessor’’)
or the major portion of a separate unit of a
trade or business of a predecessor, then, for
purposes of applying this section for any
taxable year ending after such acquisition,
the amount of qualified research expenses
paid or incurred by the taxpayer during peri-
ods before such acquisition shall be in-
creased by so much of such expenses paid or
incurred by the predecessor with respect to
the acquired trade or business as is attrib-
utable to the portion of such trade or busi-
ness or separate unit acquired by the tax-
payer, and the gross receipts of the taxpayer
for such periods shall be increased by so
much of the gross receipts of such prede-
cessor with respect to the acquired trade or
business as is attributable to such portion.
(B) Dispositions

If, after December 31, 1983—

(i) a taxpayer disposes of the major por-
tion of any trade or business or the major

portion of a separate unit of a trade or
business in a transaction to which sub-
paragraph (A) applies, and

(ii) the taxpayer furnished the acquiring
person such information as is necessary for
the application of subparagraph (A),

then, for purposes of applying this section
for any taxable year ending after such dis-
position, the amount of qualified research
expenses paid or incurred by the taxpayer
during periods before such disposition shall
be decreased by so much of such expenses as
is attributable to the portion of such trade
or business or separate unit disposed of by
the taxpayer, and the gross receipts of the
taxpayer for such periods shall be decreased
by so much of the gross receipts as is attrib-
utable to such portion.

(C) Certain reimbursements taken into ac-
count in determining fixed-base percent-
age

If during any of the 3 taxable years follow-
ing the taxable year in which a disposition
to which subparagraph (B) applies occurs,
the disposing taxpayer (or a person with
whom the taxpayer is required to aggregate
expenditures under paragraph (1)) reim-
burses the acquiring person (or a person re-
quired to so aggregate expenditures with
such person) for research on behalf of the
taxpayer, then the amount of qualified re-
search expenses of the taxpayer for the tax-
able years taken into account in computing
the fixed-base percentage shall be increased
by the lesser of—

(i) the amount of the decrease under sub-
paragraph (B) which is allocable to taxable
years so taken into account, or

(ii) the product of the number of taxable
years so taken into account, multiplied by
the amount of the reimbursement de-
scribed in this subparagraph.

(4) Short taxable years

In the case of any short taxable year, quali-
fied research expenses and gross receipts shall
be annualized in such circumstances and under
such methods as the Secretary may prescribe
by regulation.

(5) Controlled group of corporations

The term ‘‘controlled group of corporations”
has the same meaning given to such term by
section 1563(a), except that—

(A) “more than 50 percent’’ shall be sub-
stituted for ‘‘at least 80 percent’’ each place
it appears in section 1563(a)(1), and

(B) the determination shall be made with-
out regard to subsections (a)(4) and (e)(3)(C)
of section 1563.

(g) Special rule for pass-thru of credit

In the case of an individual who—
(1) owns an interest in an unincorporated
trade or business,
(2) is a partner in a partnership,
(3) is a beneficiary of an estate or trust, or
(4) is a shareholder in an S corporation,

the amount determined under subsection (a) for
any taxable year shall not exceed an amount
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(separately computed with respect to such per-
son’s interest in such trade or business or en-
tity) equal to the amount of tax attributable to
that portion of a person’s taxable income which
is allocable or apportionable to the person’s in-
terest in such trade or business or entity. If the
amount determined under subsection (a) for any
taxable year exceeds the limitation of the pre-
ceding sentence, such amount may be carried to
other taxable years under the rules of section 39;
except that the limitation of the preceding sen-
tence shall be taken into account in lieu of the
limitation of section 38(c) in applying section 39.

(h) Termination
(1) In general

This section shall not apply to any amount
paid or incurred—
(A) after June 30, 1995, and before July 1,
1996, or
(B) after June 30, 1998.

Notwithstanding the preceding sentence, in
the case of a taxpayer making an election
under subsection (c)(4) for its first taxable
year beginning after June 30, 1996, and before
July 1, 1997, this section shall apply to
amounts paid or incurred during the 24-month
period beginning with the first month of such
year. The 24 months referred to in the preced-
ing sentence shall be reduced by the number of
full months after June 1996 (and before the
first month of such first taxable year) during
which the taxpayer paid or incurred any
amount which is taken into account in deter-
mining the credit under this section.

(2) Computation of base amount

In the case of any taxable year with respect
to which this section applies to a number of
days which is less than the total number of
days in such taxable year, the base amount
with respect to such taxable year shall be the
amount which bears the same ratio to the base
amount for such year (determined without re-
gard to this paragraph) as the number of days
in such taxable year to which this section ap-
plies bears to the total number of days in such
taxable year.

(Added Pub. L. 97-34, title II, §221(a), Aug. 13,
1981, 95 Stat. 241, §44F; amended Pub. L. 97-354,
§5(a)(3), Oct. 19, 1982, 96 Stat. 1692; Pub. L. 97-448,
title I, §102(b)(2), Jan. 12, 1983, 96 Stat. 2372; re-
numbered §30 and amended Pub. L. 98-369, div.
A, title IV, §§471(c), 474(i)(1), title VI, §612(e)(1),
July 18, 1984, 98 Stat. 826, 831, 912; renumbered
§41 and amended Pub. L. 99514, title II,
§231(a)(1), (b), (c), (D(2), BG)C)iiD), (e), title
XVIII, §1847(b)(1), Oct. 22, 1986, 100 Stat. 2173,
2175, 2178-2180, 2856; Pub. L. 100-647, title I,
§1002(h)(1), title IV, §§4007(a), 4008(b)(1), Nov. 10,
1988, 102 Stat. 3370, 3652; Pub. L. 101-239, title
VII, §§7110(a)(1), (b), (M[(c)], 7814(e)(2)(C), Dec.
19, 1989, 103 Stat. 2322, 2323, 2325, 2414; Pub. L.
101-508, title XI, §§11101(d)(1)(C), 11402(a), Nov. 5,
1990, 104 Stat. 1388-405, 1388-473; Pub. L. 102-227,
title I, §102(a), Dec. 11, 1991, 105 Stat. 1686; Pub.
L. 103-66, title XIII, §§13111(a)(1), 13112(a), (b),
13201(b)(3)(C), Aug. 10, 1993, 107 Stat. 420, 421, 459;
Pub. L. 104188, title I, §§1201(e)(1), (4),
1204(a)-(d), Aug. 20, 1996, 110 Stat. 1772-1774; Pub.
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L. 105-34, title VI, §601(a), (b)(1), Aug. 5, 1997, 111
Stat. 861.)

PRIOR PROVISIONS

A prior section 41, added Pub. L. 97-34, title III,
§331(a), Aug. 13, 1981, 95 Stat. 289, §44G; amended Pub.
L. 97-448, title I, §103(g)(1), Jan. 12, 1983, 96 Stat. 2379;
renumbered §41 and amended Pub. L. 98-369, div. A,
title I, §14, title IV, §§471(c), 474(1), 491(e)(2), (3), July 18,
1984, 98 Stat. 505, 826, 833, 852, 853, related to employee
stock ownership credit, prior to repeal by Pub. L.
99-514, title XI, §1171(a), Oct. 22, 1986, 100 Stat. 2513, ap-
plicable to compensation paid or accrued after Dec. 31,
1986, in taxable years ending after such date, except as
otherwise provided, see section 1171(c) of Pub. L. 99-514,
set out as an Effective Date of 1986 Amendment note
under section 38 of this title. For transition rules relat-
ing to such repeal, see section 1177 of Pub. L. 99-514, set
out as a Transition Rules note under section 38 of this
title.

Another prior section 41 was renumbered section 24 of
this title.

AMENDMENTS

1997—Subsec. (¢)(4)(B). Pub. L. 105-34, §601(b)(1),
amended heading and text of subpar. (B) generally.
Prior to amendment, text read as follows: ‘“‘An election
under this paragraph may be made only for the first
taxable year of the taxpayer beginning after June 30,
1996. Such an election shall apply to the taxable year
for which made and all succeeding taxable years unless
revoked with the consent of the Secretary.”

Subsec. (h)(1). Pub. L. 105-34, §601(a), substituted
“June 30, 1998 for ‘‘May 31, 1997 in subpar. (B) and
“‘during the 24-month period beginning with the first
month of such year. The 24 months referred to in the
preceding sentence shall be reduced by the number of
full months after June 1996 (and before the first month
of such first taxable year) during which the taxpayer
paid or incurred any amount which is taken into ac-
count in determining the credit under this section.” for
‘“‘during the first 11 months of such taxable year.” in
concluding provisions.

1996—Subsec. (b)(2)(D)(iii). Pub. L. 104-188, §1201(e)(1),
(4), substituted ‘‘work opportunity credit’” for ‘‘tar-
geted jobs credit’ in heading and text.

Subsec. (b)(3)(C). Pub. L. 104-188, §1204(d), added sub-
par. (C).

Subsec. (¢)(3)(B)(@i). Pub. L. 104-188, §1204(b), reenacted
heading without change and amended text generally.
Prior to amendment, text read as follows: ‘‘The fixed-
base percentage shall be determined under this sub-
paragraph if there are fewer than 3 taxable years begin-
ning after December 31, 1983, and before January 1, 1989,
in which the taxpayer had both gross receipts and
qualified research expenses.”’

Subsec. (c)(4) to (6). Pub. L. 104-188, §1204(c), added
par. (4) and redesignated former pars. (4) and (5) as (5)
and (6), respectively.

Subsec. (h). Pub. L. 104-188, §1204(a), reenacted head-
ing without change and amended text generally. Prior
to amendment, text read as follows:

‘(1) IN GENERAL.—This section shall not apply to any
amount paid or incurred after June 30, 1995.

‘(2) COMPUTATION OF BASE AMOUNT.—In the case of
any taxable year which begins before July 1, 1995, and
ends after June 30, 1995, the base amount with respect
to such taxable year shall be the amount which bears
the same ratio to the base amount for such year (deter-
mined without regard to this paragraph) as the number
of days in such taxable year before July 1, 1995, bears
to the total number of days in such taxable year.”

1993—Subsec. (¢)(3)(B)(ii). Pub. L. 103-66, §13112(a),
amended heading and text of cl. (ii) generally. Prior to
amendment, text read as follows: “‘In a case to which
this subparagraph applies, the fixed-base percentage is
3 percent.”

Subsec. (¢)(3)(B)(iii). Pub. L. 103-66, §13112(b)(1), sub-
stituted ‘‘clauses (i) and (ii)”’ for ‘‘clause (i)”’.
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Subsec. (¢)(3)(D). Pub. L. 103-66, §13112(b)(2), sub-
stituted ‘‘subparagraphs (A) and (B)@ii)”’ for ‘‘subpara-
graph (A)”.

Subsec. (e)(5)(C). Pub. L. 103-66, §13201(b)(3)(C), sub-
stituted ¢1992” for “1989”" in cls. (i) and (ii).

Subsec. (h). Pub. L. 103-66, §13111(a)(1), substituted
“June 30, 1995 for ‘‘June 30, 1992 in pars. (1) and (2)
and ‘“‘July 1, 1995 for “July 1, 1992 in two places in
par. (2).

1991—Subsec. (h). Pub. L. 102227 substituted ‘‘June
30, 1992” for ‘‘December 31, 1991” in pars. (1) and (2), and
“July 1, 1992” for ‘‘January 1, 1992 in two places in
par. (2).

1990—Subsec. ©)B)(C)(H). Pub. L. 101-508,
§11101(d)(1)(C)(i), inserted before period at end ‘, by
substituting ‘calendar year 1987’ for ‘calendar year 1989’
in subparagraph (B) thereof”’.

Subsec. (e)(5)(C)(ii). Pub. L. 101-508, §11101(d)(1)(C)(ii),
(iii), substituted 1989 for ‘1987’ and inserted at end
““Such substitution shall be in lieu of the substitution
under clause (i).”

Subsec. (h). Pub. L. 101-508, §11402(a), substituted
“‘December 31, 1991 for ‘‘December 31, 1990’ wherever
appearing and ‘‘January 1, 1992 for ‘‘January 1, 1991’
wherever appearing.

1989—Subsec. (a)(1)(B). Pub. L. 101-239, §7110(b)(2)(A),
amended subpar. (B) generally. Prior to amendment,
subpar. (B) read as follows: ‘‘the base period research
expenses, and’’.

Subsec. (b)(4). Pub. L. 101-239, §7110(b)[(c)], added par.
4.

Subsec. (c). Pub. L. 101-239, §7110(b)(1), substituted
‘“Base amount’ for ‘‘Base period research expenses’ in
heading and amended text generally, substituting pars.
(1) to (b) for former pars. (1) to (3) which defined ‘‘base
period research expenses’” and ‘‘base period’” and pre-
scribed minimum base period research expenses.

Subsec. (e)(T)(C)(ii). Pub. L. 101-239, §7110(b)(2)(B),
substituted ‘‘base amount’ for ‘‘base period research
expenses’’.

Subsec. (f)(1). Pub. L. 101-239, §7110(b)(2)(C), sub-

stituted ‘“‘proportionate shares of the qualified research
expenses and basic research payments’ for ‘‘propor-
tionate share of the increase in qualified research ex-
penses’ in subpars. (A)(ii) and (B)(ii).

Subsec. (£)(3)(A). Pub. L. 101-239, §7110(b)(2)(D), sub-
stituted ‘‘December 31, 1983 for ‘‘June 30, 1980’ and in-
serted before period at end ¢, and the gross receipts of
the taxpayer for such periods shall be increased by so
much of the gross receipts of such predecessor with re-
spect to the acquired trade or business as is attrib-
utable to such portion”.

Subsec. (H)(3)(B). Pub. L. 101-239, §7110(b)(2)(E), sub-
stituted ‘‘December 31, 1983 for ‘‘June 30, 1980’ in in-
troductory provisions and inserted before period at end
‘“, and the gross receipts of the taxpayer for such peri-
ods shall be decreased by so much of the gross receipts
as is attributable to such portion’.

Subsec. ()(3)(C). Pub. L. 101-239, §7110(b)(2)(F), sub-
stituted ‘‘Certain reimbursements taken into account
in determining fixed-base percentage’ for ‘‘Increase in
base period” in heading, ‘‘for the taxable years taken
into account in computing the fixed-base percentage
shall be increased by the lesser of”’ for ‘‘for the base pe-
riod for such taxable year shall be increased by the
lesser of”’ in introductory provisions, and new cls. (i)
and (ii) for former cls. (i) and (ii) which read as follows:

‘(i) the amount of the decrease under subparagraph
(B) which is allocable to such base period, or

‘‘(ii) the product of the number of years in the base
period, multiplied by the amount of the reimbursement
described in this subparagraph.”’

Subsec. (£)(4). Pub. L. 101-239, §7110(b)(2)(G), inserted
“and gross receipts’” after ‘‘qualified research ex-
penses’’.

Subsec. (h). Pub. L. 101-239, §7814(e)(2)(C), redesig-
nated subsec. (i) as (h) and struck out former subsec.
(h) which related to election, time for election, and
manner of election by taxpayer to have research credit
not apply for a taxable year.
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Subsec. (h)(1). Pub. L. 101-239, §7110(a)(1)(A), sub-
stituted ‘“‘December 31, 1990’ for ‘‘December 31, 1989"°.

Subsec. (h)(2). Pub. L. 101-239, §7110(a)(1), substituted
“January 1, 1991 for ‘‘January 1, 1990’ in two places
and substituted ‘‘December 31, 1990’ for ‘‘December 31,
1989,

Pub. L. 101-239, §7110(b)(2)(H), substituted ‘‘base
amount’ for ‘‘base period expenses’” in heading and
‘‘the base amount with respect to such taxable year
shall be the amount which bears the same ratio to the
base amount for such year (determined without regard
to this paragraph)” for ‘‘any amount for any base pe-
riod with respect to such taxable year shall be the
amount which bears the same ratio to such amount for
such base period’ in text.

Subsec. (i). Pub. L. 101-239, §7814(e)(2)(C),
nated subsec. (i) as (h).

1988—Subsec. (g). Pub. L. 100-647, §1002(h)(1), inserted
at end “If the amount determined under subsection (a)
for any taxable year exceeds the limitation of the pre-
ceding sentence, such amount may be carried to other
taxable years under the rules of section 39; except that
the limitation of the preceding sentence shall be taken
into account in lieu of the limitation of section 38(c) in
applying section 39.”

Subsec. (h). Pub. L. 100-647, §4008(b)(1), added subsec.
(h). Former subsec. (h) redesignated (i).

Subsec. (i). Pub. L. 100-647, §4008(b)(1), redesignated
former subsec. (h) as (i).

Pub. L. 100-647, §4007(a), substituted 1989 and ‘1990
for ¢“1988”° and ‘1989, respectively, wherever appearing
in subsec. (h), prior to redesignation as subsec. (i) by
Pub. L. 100-647, §4008(b)(1).

1986—Pub. L. 99-514, §231(d)(2), renumbered section 30
of this title as this section.

Subsec. (a). Pub. L. 99-514, §231(c)(1), amended subsec.
(a) generally. Prior to amendment, subsec. (a) read as
follows: ‘““There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year an
amount equal to 25 percent of the excess (if any) of—

‘(1) the qualified research expenses for the taxable
year, over
‘“(2) the base period research expenses.”’

Subsec. (b)(2)(A)@ii). Pub. L. 99-514, §231(e), amended
cl. (iii) generally. Prior to amendment, cl. (iii) read as
follows: ‘“‘any amount paid or incurred to another per-
son for the right to use personal property in the con-
duct of qualified research.”

Subsec. (b)(2)(D)(@ii). Pub. L. 99-514, §1847(b)(1), sub-
stituted ‘‘targeted jobs credit’ for ‘‘new jobs or WIN
credit’ in heading.

Subsec. (d). Pub. L. 99-514, §231(b), inserted ‘‘defined”
in heading and amended text generally. Prior to
amendment, text read as follows: ‘‘For purposes of this
section the term ‘qualified research’ has the same
meaning as the term research or experimental has
under section 174, except that such term shall not in-
clude—

“(1) qualified research conducted outside the

United States,

“(2) qualified research in the social sciences or hu-
manities, and

‘“(3) qualified research to the extent funded by any
grant, contract, or otherwise by another person (or
any governmental entity).”

Subsec. (e). Pub. L. 99-514, §231(c)(2), amended subsec.
(e) generally, substituting ‘‘Credit allowable with re-
spect to certain payments to qualified organizations for
basic research’ for ‘‘Credit available with respect to
certain basic research by colleges, universities, and
certain research organizations’ in heading, and restat-
ing and expanding provisions of former pars. (1) to (4)
into new pars. (1) to (7).

Subsec. (g). Pub. L. 99-514, §231(d)(3)(C)(ii), amended
subsec. (g) generally, substituting provisions relating
to special rule for pass-thru of credit for provisions re-
lating to limitation on amount of credit for research
based on amount of tax liability.

Subsec. (h). Pub. L. 99-514, §231(a)(1), added subsec.
(h).

redesig-
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1984—Pub. L. 98-369, §471(c), renumbered section 44F
of this title as this section.

Subsec. (b)(2)(D)(iii). Pub. L. 98-369, §474(i)(1)(A), sub-
stituted ‘‘in determining the targeted jobs credit under
section b51(a)”’ for ‘‘in computing the credit under sec-
tion 40 or 44B”".

Subsec. (2)(1)(A). Pub. L. 98-369, §612(e)(1), substituted
“‘section 26(b)”’ for ‘‘section 25(b)”’.

Pub. L. 98-369, §474(i)(1)(B), amended subpar. (A) gen-
erally, substituting ‘‘shall not exceed the taxpayer’s
tax liability for the taxable year (as defined in section
25(b)), reduced by the sum of the credits allowable
under subpart A and sections 27, 28, and 29 for ‘‘shall
not exceed the amount of the tax imposed by this chap-
ter reduced by the sum of the credits allowable under
a section of this part having a lower number or letter
designation than this section, other than the credits al-
lowable by sections 31, 39, and 43. For purposes of the
preceding sentence, the term ‘tax imposed by this chap-
ter’ shall not include any tax treated as not imposed by
this chapter under the last sentence of section 53(a)”.

1983—Subsec. (b)(2)(A). Pub. L. 97-448 inserted provi-
sion that cl. (iii) would not apply to any amount to the
extent that the taxpayer (or any person with whom the
taxpayer must aggregate expenditures under subsection
(f)(1)) received or accrued any amount from any other
person for the right to use substantially identical per-
sonal property.

1982—Subsec. (f)(2)(A). Pub. L. 97-354, §5(a)(3)(A), sub-
stituted ‘‘Pass-thru in the case of estates and trusts”
for ‘‘Pass-through in the case of subchapter S corpora-
tions, etc.” in subpar. heading, and substituted provi-
sions relating to the applicability of rules similar to
rules of subsec. (d) of section 52 for provisions relating
to the applicability of rules similar to rules of subsecs.
(d) and (e) of section 52.

Subsec. (2)(1)(B)(iv). Pub. L. 97-354, §5(a)(3)(B), sub-
stituted ‘‘an S corporation” for ‘“‘an electing small
business corporation (within the meaning of section
1371(b))”.

EFFECTIVE DATE OF 1997 AMENDMENT

Section 601(c) of Pub. L. 105-34 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 45C of this title] shall apply to
amounts paid or incurred after May 31, 1997.”

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 1201(e)(1), (4) of Pub. L. 104-188
applicable to individuals who begin work for the em-
ployer after Sept. 30, 1996, see section 1201(g) of Pub. L.
104-188, set out as a note under section 38 of this title.

Section 1204(f) of Pub. L. 104-188 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and section 28 [now 45C] of this title] shall
apply to taxable years ending after June 30, 1996.

‘“(2) SUBSECTIONS (c) AND (d).—The amendments made
by subsections (¢) and (d) [amending this section] shall
apply to taxable years beginning after June 30, 1996.

‘(3) ESTIMATED TAX.—The amendments made by this
section shall not be taken into account under section
6654 or 66565 of the Internal Revenue Code of 1986 (relat-
ing to failure to pay estimated tax) in determining the
amount of any installment required to be paid for a
taxable year beginning in 1997.”

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by section 13111(a)(1) of Pub. L. 103-66 ap-
plicable to taxable years ending after June 30, 1992, see
section 13111(c) of Pub. L. 103-66, set out as a note under
section 45C of this title.

Section 13112(c) of Pub. L. 103-66 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1993.”

Amendment by section 13201(b)(3)(C) of Pub. L. 103-66
applicable to taxable years beginning after Dec. 31,
1992, see section 13201(c) of Pub. L. 103-66, set out as a
note under section 1 of this title.
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EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102-227 applicable to taxable
years ending after Dec. 31, 1991, see section 102(c) of
Pub. L. 102-227, set out as a note under section 45C of
this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11101(d)(1)(C) of Pub. L. 101-508
applicable to taxable years beginning after Dec. 31,
1990, see section 11101(e) of Pub. L. 101-508, set out as a
note under section 1 of this title.

Amendment by section 11402(a) of Pub. L. 101-508 ap-
plicable to taxable years beginning after Dec. 31, 1989,
see section 11402(c) of Pub. L. 101-508, set out as a note
under section 45C of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 7110(e) of Pub. L. 101-239 provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 28, 174, 196, and 280C of this title]
(other than subsection (a) [amending this section and
section 28 of this title]) shall apply to taxable years be-
ginning after December 31, 1989.”

Amendment by section 7814(e)(2)(C) of Pub. L. 101-239
effective, except as otherwise provided, as if included in
the provision of the Technical and Miscellaneous Reve-
nue Act of 1988, Pub. L. 100-647, to which such amend-
ment relates, see section 7817 of Pub. L. 101-239, set out
as a note under section 1 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 1002(h)(1) of Pub. L. 100-647 ef-
fective, except as otherwise provided, as if included in
the provision of the Tax Reform Act of 1986, Pub. L.
99-514, to which such amendment relates, see section
1019(a) of Pub. L. 100-647, set out as a note under sec-
tion 1 of this title.

Section 4008(d) of Pub. L. 100-647 provided that: ‘“The
amendments made by this section [amending this sec-
tion and sections 28, 196, 280C, and 6501 of this title]
shall apply to taxable years beginning after December
31, 1988.”

EFFECTIVE DATE OF 1986 AMENDMENT

Section 231(g) of Pub. L. 99-514 provided that:

‘(1) IN GENERAL.—Except as provided in this sub-
section (2), the amendments made by this section
[amending this section and sections 28, 38, 39, 108, 170,
280C, 381, 936, 6411, and 6511 of this title, renumbering
former section 30 of this title as this section, and en-
acting and amending provisions set out as notes under
this section] shall apply to taxable years beginning
after December 31, 1985.

‘(2) SUBSECTION (a).—The amendments made by sub-
section (a) [amending this section and provisions set
out as a note under this section] shall apply to taxable
years ending after December 31, 1985.

‘“(3) BASIC RESEARCH.—Section 41(a)(2) of the Internal
Revenue Code of 1986 (as added by this section), and the
amendments made by subsection (c¢)(2) [amending this
section], shall apply to taxable years beginning after
December 31, 1986.”’

Amendment by section 1847(b)(1) of Pub. L. 99-514 ef-
fective, except as otherwise provided, as if included in
the provisions of the Tax Reform Act of 1984, Pub. L.
98-369, div. A, to which such amendment relates, see
section 1881 of Pub. L. 99-514, set out as a note under
section 48 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(i)(1) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1983,
and to carrybacks from such years, see section 475(a) of
Pub. L. 98-369, set out as a note under section 21 of this
title.

Amendment by section 612(e)(1) of Pub. L. 98-369 ap-
plicable to interest paid or accrued after Dec. 31, 1984,
on indebtedness incurred after Dec. 31, 1984, see section
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612(g) of Pub. L. 98-369, set out as an Effective Date
note under section 25 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Section 102(h)(2) of Pub. L. 97-448 provided that the
amendment made by that section is effective only with
respect to amounts paid or incurred after March 31,
1982.

EFFECTIVE DATE OF 1982 AMENDMENT

Amendment by Pub. L. 97-354 applicable to taxable
years beginning after Dec. 31, 1982, see section 6(a) of
Pub. L. 97-354, set out as an Effective Date note under
section 1361 of this title.

EFFECTIVE DATE

Section 221(d) of Pub. L. 97-34, as amended by Pub. L.
99-514, §2, title II, §231(a)(2), Oct. 22, 1986, 100 Stat. 2095,
2173, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section of amending sections 55, 381,
383, 6096, 6411, and 6511 of this title] shall apply to
amounts paid or incurred after June 30, 1981.

¢“(2) TRANSITIONAL RULE.—

‘“(A) IN GENERAL.—If, with respect to the first tax-
able year to which the amendments made by this sec-
tion apply and which ends in 1981 or 1982, the tax-
payer may only take into account qualified research
expenses paid or incurred during a portion of such
taxable year, the amount of the qualified research ex-
penses taken into account for the base period of such
taxable year shall be the amount which bears the
same ratio to the total qualified research expenses
for such base period as the number of months in such
portion of such taxable year bears to the total num-
ber of months in such taxable year.

‘“(B) DEFINITIONS.—For purposes of the preceding
sentence, the terms ‘qualified research expenses’ and
‘base period’ have the meanings given to such terms
by section 44F [now 41] of the Internal Revenue Code
of 1986 [formerly I.R.C. 1954] (as added by this sec-
tion).”

SPECIAL RULES FOR TAXABLE YEARS BEGINNING
BEFORE OCT. 1, 1990, AND ENDING AFTER SEPT. 30, 1990

Section 7110(a)(2) of Pub. L. 101-239, which set forth
the method of determining the amount treated as
qualified research expenses for taxable years beginning
before Oct. 1, 1990, and ending after Sept. 30, 1990, was
repealed by Pub. L. 101-508, title XI, §11402(b)(1), Nov. 5,
1990, 104 Stat. 1388-473.

[Section 1702(d)(1) of Pub. L. 104-188 provided that:
“Notwithstanding section 11402(c) of the Revenue Rec-
onciliation Act of 1990 [Pub. L. 101-508, set out as a note
under section 45C of this title], the amendment made
by section 11402(b)(1) of such Act [repealing section
7110(a)(2) of Pub. L. 101-239, formerly set out as a note
above] shall apply to taxable years ending after Decem-
ber 31, 1989.”’]

STUDY AND REPORT ON CREDIT PROVIDED BY THIS
SECTION

Section 4007(b) of Pub. L. 100-647 directed Comptroller
General of United States to conduct a study of credit
provided by 26 U.S.C. 41 and submit a report of the
study not later than Dec. 31, 1989, to Committee on
Ways and Means of House of Representatives and Com-
mittee on Finance of Senate.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.
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NEW SECTION 41 TREATED AS CONTINUATION OF OLD
SECTION 44F

Section 474(i)(2) of Pub. L. 98-369 provided that: ‘“‘For
purposes of determining—

‘““(A) whether any excess credit under old section
44F [now 41] for a taxable year beginning before Janu-
ary 1, 1984, is allowable as a carryover under new sec-
tion 30 [now 41], and

‘(B) the period during which new section 30 [now
41] is in effect,

new section 30 [now 41] shall be treated as a continu-
ation of old section 44F (and shall apply only to the ex-
tent old section 44F would have applied).”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 38, 45C, 144, 170,
196, 197, 280C, 409, 936, 1202 of this title.

§ 42. Low-income housing credit
(a) In general

For purposes of section 38, the amount of the
low-income housing credit determined under
this section for any taxable year in the credit
period shall be an amount equal to—

(1) the applicable percentage of
(2) the qualified basis of each qualified low-
income building.

(b) Applicable percentage: 70 percent present
value credit for certain new buildings; 30
percent present value credit for -certain
other buildings

For purposes of this section—
(1) Building placed in service during 1987

In the case of any qualified low-income
building placed in service by the taxpayer dur-
ing 1987, the term ‘‘applicable percentage’’
means—

(A) 9 percent for new buildings which are
not federally subsidized for the taxable year,
or

(B) 4 percent for—

(i) new buildings which are federally sub-
sidized for the taxable year, and
(ii) existing buildings.
(2) Buildings placed in service after 1987
(A) In general

In the case of any qualified low-income
building placed in service by the taxpayer
after 1987, the term ‘‘applicable percentage’’
means the appropriate percentage prescribed
by the Secretary for the earlier of—

(i) the month in which such building is
placed in service, or
(ii) at the election of the taxpayer—

(I) the month in which the taxpayer
and the housing credit agency enter into
an agreement with respect to such build-
ing (which is binding on such agency, the
taxpayer, and all successors in interest)
as to the housing credit dollar amount to
be allocated to such building, or

(IT) in the case of any building to
which subsection (h)(4)(B) applies, the
month in which the tax-exempt obliga-
tions are issued.

A month may be elected under clause (ii)
only if the election is made not later than
the 5th day after the close of such month.
Such an election, once made, shall be irrev-
ocable.
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(B) Method of prescribing percentages

The percentages prescribed by the Sec-
retary for any month shall be percentages
which will yield over a 10-year period
amounts of credit under subsection (a) which
have a present value equal to—

(i) 70 percent of the qualified basis of a
building described in paragraph (1)(A), and
(ii) 30 percent of the qualified basis of a

building described in paragraph (1)(B).

(C) Method of discounting

The present value under subparagraph (B)
shall be determined—

(i) as of the last day of the 1lst year of
the 10-year period referred to in subpara-
graph (B),

(ii) by using a discount rate equal to 72
percent of the average of the annual Fed-
eral mid-term rate and the annual Federal
long-term rate applicable under section
1274(d)(1) to the month applicable under
clause (i) or (ii) of subparagraph (A) and
compounded annually, and

(iii) by assuming that the credit allow-
able under this section for any year is re-
ceived on the last day of such year.

(3) Cross references

(A) For treatment of certain rehabilitation ex-
penditures as separate new buildings, see sub-
section (e).

(B) For determination of applicable percentage
for increases in qualified basis after the 1st year of
the credit period, see subsection (f)(3).

(C) For authority of housing credit agency to limit
applicable percentage and qualified basis which
may be taken into account under this section with
respect to any building, see subsection (h)(7).

(c) Qualified basis; qualified low-income building

For purposes of this section—
(1) Qualified basis
(A) Determination

The qualified basis of any qualified low-in-
come building for any taxable year is an
amount equal to—

(i) the applicable fraction (determined as
of the close of such taxable year) of
(ii) the eligible basis of such building
(determined under subsection (d)(5)).
(B) Applicable fraction

For purposes of subparagraph (A), the term
‘“‘applicable fraction” means the smaller of
the unit fraction or the floor space fraction.
(C) Unit fraction

For purposes of subparagraph (B), the term
‘“‘unit fraction’ means the fraction—
(i) the numerator of which is the number
of low-income units in the building, and
(ii) the denominator of which is the
number of residential rental units (wheth-
er or not occupied) in such building.
(D) Floor space fraction

For purposes of subparagraph (B), the term
“floor space fraction’’ means the fraction—
(i) the numerator of which is the total
floor space of the low-income units in such
building, and
(ii) the denominator of which is the total
floor space of the residential rental units
(whether or not occupied) in such building.
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(E) Qualified basis to include portion of
building used to provide supportive serv-
ices for homeless

In the case of a qualified low-income build-
ing described in subsection (i)(3)(B)(iii), the
qualified basis of such building for any tax-
able year shall be increased by the lesser
of—

(i) so much of the eligible basis of such
building as is used throughout the year to
provide supportive services designed to as-
sist tenants in locating and retaining per-
manent housing, or

(ii) 20 percent of the qualified basis of
such building (determined without regard
to this subparagraph).

(2) Qualified low-income building

The term ‘‘qualified low-income building”’
means any building—

(A) which is part of a qualified low-income
housing project at all times during the pe-
riod—

(i) beginning on the 1st day in the com-
pliance period on which such building is
part of such a project, and

(ii) ending on the last day of the compli-
ance period with respect to such building,
and

(B) to which the amendments made by sec-
tion 201(a) of the Tax Reform Act of 1986
apply.

Such term does not include any building with
respect to which moderate rehabilitation as-
sistance is provided, at any time during the
compliance period, under section 8(e)(2)?! of the
United States Housing Act of 1937 (other than
assistance under the Stewart B. McKinney
Homeless Assistance Act (as in effect on the
date of the enactment of this sentence)).

(d) Eligible basis
For purposes of this section—
(1) New buildings

The eligible basis of a new building is its ad-
justed basis as of the close of the 1st taxable
year of the credit period.

(2) Existing buildings
(A) In general

The eligible basis of an existing building
is—

(i) in the case of a building which meets
the requirements of subparagraph (B), its
adjusted basis as of the close of the 1st
taxable year of the credit period, and

(ii) zero in any other case.

(B) Requirements

A building meets the requirements of this
subparagraph if—

(i) the building is acquired by purchase
(as defined in section 179(d)(2)),

(ii) there is a period of at least 10 years
between the date of its acquisition by the
taxpayer and the later of—

(I) the date the building was last
placed in service, or

1See References in Text note below.
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(IT) the date of the most recent non-
qualified substantial improvement of the
building,

(iii) the building was not previously
placed in service by the taxpayer or by any
person who was a related person with re-
spect to the taxpayer as of the time pre-
viously placed in service, and

(iv) except as provided in subsection
(£)(6), a credit is allowable under sub-
section (a) by reason of subsection (e) with
respect to the building.

(C) Adjusted basis

For purposes of subparagraph (A), the ad-
justed basis of any building shall not include
so much of the basis of such building as is
determined by reference to the basis of other
property held at any time by the person ac-
quiring the building.

(D) Special rules for subparagraph (B)
(i) Nonqualified substantial improvement
For purposes of subparagraph (B)(ii)—
(I) In general

The term ‘‘nonqualified substantial
improvement’” means any substantial
improvement if section 167(k) (as in ef-
fect on the day before the date of the en-
actment of the Revenue Reconciliation
Act of 1990) was elected with respect to
such improvement or section 168 (as in
effect on the day before the date of the
enactment of the Tax Reform Act of
1986) applied to such improvement.

(IT) Date of substantial improvement

The date of a substantial improvement
is the last day of the 24-month period re-
ferred to in subclause (III).

(ITI) Substantial improvement

The term ‘‘substantial improvement”
means the improvements added to cap-
ital account with respect to the building
during any 24-month period, but only if
the sum of the amounts added to such
account during such period equals or ex-
ceeds 25 percent of the adjusted basis of
the building (determined without regard
to paragraphs (2) and (3) of section
1016(a)) as of the 1st day of such period.

(ii) Special rules for certain transfers

For purposes of determining under sub-
paragraph (B)(ii) when a building was last
placed in service, there shall not be taken
into account any placement in service—

(I) in connection with the acquisition
of the building in a transaction in which
the basis of the building in the hands of
the person acquiring it is determined in
whole or in part by reference to the ad-
justed basis of such building in the hands
of the person from whom acquired,

(IT) by a person whose basis in such
building is determined under section
1014(a) (relating to property acquired
from a decedent),

(IIT) by any governmental unit or
qualified nonprofit organization (as de-
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fined in subsection (h)(5)) if the require-
ments of subparagraph (B)(ii) are met
with respect to the placement in service
by such unit or organization and all the
income from such property is exempt
from Federal income taxation,

(IV) by any person who acquired such
building by foreclosure (or by instru-
ment in lieu of foreclosure) of any pur-
chase-money security interest held by
such person if the requirements of sub-
paragraph (B)(ii) are met with respect to
the placement in service by such person
and such building is resold within 12
months after the date such building is
placed in service by such person after
such foreclosure, or

(V) of a single-family residence by any
individual who owned and used such resi-
dence for no other purpose than as his
principal residence.

(iii) Related person, etc.
(I) Application of section 179

For purposes of subparagraph (B)(@),
section 179(d) shall be applied by sub-
stituting ‘10 percent’” for ‘50 percent”
in section? 267(b) and 707(b) and in sec-
tion 179(b)(7).

(IT) Related person

For purposes of subparagraph (B)(iii), a
person (hereinafter in this subclause re-
ferred to as the ‘‘related person’’) is re-
lated to any person if the related person
bears a relationship to such person speci-
fied in section 267(b) or 707(b)(1), or the
related person and such person are en-
gaged in trades or businesses under com-
mon control (within the meaning of sub-
sections (a) and (b) of section 52). For
purposes of the preceding sentence, in
applying section 267(b) or 707(b)(1), 10
percent’’ shall be substituted for ‘50 per-
cent”.

(3) Eligible basis reduced where disproportion-

ate standards for units
(A) In general

Except as provided in subparagraph (B),
the eligible basis of any building shall be re-
duced by an amount equal to the portion of
the adjusted basis of the building which is
attributable to residential rental units in
the building which are not low-income units
and which are above the average quality
standard of the low-income units in the
building.

(B) Exception where taxpayer elects to ex-
clude excess costs

(i) In general

Subparagraph (A) shall not apply with
respect to a residential rental unit in a
building which is not a low-income unit
if—

(I) the excess described in clause (ii)
with respect to such unit is not greater
than 15 percent of the cost described in
clause (ii)(II), and

280 in original. Probably should be ‘‘sections’.
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(IT) the taxpayer elects to exclude from
the eligible basis of such building the ex-
cess described in clause (ii) with respect
to such unit.

(ii) Excess

The excess described in this clause with
respect to any unit is the excess of—

(I) the cost of such unit, over

(IT) the amount which would be the
cost of such unit if the average cost per
square foot of low-income units in the
building were substituted for the cost
per square foot of such unit.

The Secretary may by regulation provide
for the determination of the excess under
this clause on a basis other than square
foot costs.

(4) Special rules relating to determination of
adjusted basis

For purposes of this subsection—
(A) In general

Except as provided in subparagraph (B),
the adjusted basis of any building shall be
determined without regard to the adjusted
basis of any property which is not residen-
tial rental property.

(B) Basis of property in common areas, etc.,
included

The adjusted basis of any building shall be
determined by taking into account the ad-
justed basis of property (of a character sub-
ject to the allowance for depreciation) used
in common areas or provided as comparable
amenities to all residential rental units in
such building.

(C) No reduction for depreciation

The adjusted basis of any building shall be
determined without regard to paragraphs (2)
and (3) of section 1016(a).

(5) Special rules for determining eligible basis
(A) Eligible basis reduced by Federal grants

If, during any taxable year of the compli-
ance period, a grant is made with respect to
any building or the operation thereof and
any portion of such grant is funded with
Federal funds (whether or not includible in
gross income), the eligible basis of such
building for such taxable year and all suc-
ceeding taxable years shall be reduced by
the portion of such grant which is so funded.
(B) Eligible basis not to include expenditures

where section 167(k) elected

The eligible basis of any building shall not
include any portion of its adjusted basis
which is attributable to amounts with re-
spect to which an election is made under
section 167(k) (as in effect on the day before
the date of the enactment of the Revenue
Reconciliation Act of 1990).

(C) Increase in credit for buildings in high
cost areas

(i) In general

In the case of any building located in a
qualified census tract or difficult develop-
ment area which is designated for purposes
of this subparagraph—
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(D) in the case of a new building, the el-
igible basis of such building shall be 130
percent of such basis determined without
regard to this subparagraph, and

(IT) in the case of an existing building,
the rehabilitation expenditures taken
into account under subsection (e) shall
be 130 percent of such expenditures de-
termined without regard to this subpara-
graph.

(ii) Qualified census tract
(I) In general

The term ‘‘qualified census tract”
means any census tract which is des-
ignated by the Secretary of Housing and
Urban Development and, for the most re-
cent year for which census data are
available on household income in such
tract, in which 50 percent or more of the
households have an income which is less
than 60 percent of the area median gross
income for such year. If the Secretary of
Housing and Urban Development deter-
mines that sufficient data for any period
are not available to apply this clause on
the basis of census tracts, such Sec-
retary shall apply this clause for such
period on the basis of enumeration dis-
tricts.

(II) Limit on MSA’s designated

The portion of a metropolitan statis-
tical area which may be designated for
purposes of this subparagraph shall not
exceed an area having 20 percent of the
population of such metropolitan statis-
tical area.

(ITI) Determination of areas

For purposes of this clause, each met-
ropolitan statistical area shall be treat-
ed as a separate area and all nonmetro-
politan areas in a State shall be treated
as 1 area.

(iii) Difficult development areas
(I) In general

The term  ‘‘difficult development
areas’ means any area designated by the
Secretary of Housing and Urban Develop-
ment as an area which has high con-
struction, land, and utility costs relative
to area median gross income.

(IT) Limit on areas designated

The portions of metropolitan statis-
tical areas which may be designated for
purposes of this subparagraph shall not
exceed an aggregate area having 20 per-
cent of the population of such metropoli-
tan statistical areas. A comparable rule
shall apply to nonmetropolitan areas.

(iv) Special rules and definitions

For purposes of this subparagraph—

(I) population shall be determined on
the basis of the most recent decennial
census for which data are available,

(IT) area median gross income shall be
determined in accordance with sub-
section (2)(4),
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(IITI) the term ‘‘metropolitan statis-
tical area’” has the same meaning as
when used in section 143(k)(2)(B), and

(IV) the term ‘‘nonmetropolitan area’
means any county (or portion thereof)
which is not within a metropolitan sta-
tistical area.

(6) Credit allowable for certain federally-as-
sisted buildings acquired during 10-year
period described in paragraph (2)(B)(ii)

(A) In general

On application by the taxpayer, the Sec-
retary (after consultation with the appro-
priate Federal official) may waive paragraph
(2)(B)(ii) with respect to any federally-as-
sisted building if the Secretary determines
that such waiver is necessary—

(i) to avert an assignment of the mort-
gage secured by property in the project (of
which such building is a part) to the De-
partment of Housing and Urban Develop-
ment or the Farmers Home Administra-
tion, or

(ii) to avert a claim against a Federal
mortgage insurance fund (or such Depart-
ment or Administration) with respect to a
mortgage which is so secured.

The preceding sentence shall not apply to
any building described in paragraph (7)(B).

(B) Federally-assisted building

For purposes of subparagraph (A), the term
‘“federally-assisted building”> means any
building which is substantially assisted, fi-
nanced, or operated under—

(i) section 8 of the United States Housing

Act of 1937,

(ii) section 221(d)(3) or 236 of the Na-
tional Housing Act, or

(iii) section 515 of the Housing Act of
1949,

as such Acts are in effect on the date of the
enactment of the Tax Reform Act of 1986.

(C) Low-income buildings where mortgage
may be prepaid
A waiver may be granted under subpara-
graph (A) (without regard to any clause
thereof) with respect to a federally-assisted
building described in clause (ii) or (iii) of
subparagraph (B) if—

(i) the mortgage on such building is eli-
gible for prepayment under subtitle B of
the Emergency Low Income Housing Pres-
ervation Act of 1987 or under section 502(c)
of the Housing Act of 1949 at any time
within 1 year after the date of the applica-
tion for such a waiver,

(ii) the appropriate Federal official cer-
tifies to the Secretary that it is reasonable
to expect that, if the waiver is not grant-
ed, such building will cease complying
with its low-income occupancy require-
ments, and

(iii) the eligibility to prepay such mort-
gage without the approval of the appro-
priate Federal official is waived by all per-
sons who are so eligible and such waiver is
binding on all successors of such persons.

(D) Buildings acquired from insured deposi-
tory institutions in default

A waiver may be granted under subpara-
graph (A) (without regard to any clause
thereof) with respect to any building ac-
quired from an insured depository institu-
tion in default (as defined in section 3 of the
Federal Deposit Insurance Act) or from a re-
ceiver or conservator of such an institution.
(E) Appropriate Federal official

For purposes of subparagraph (A), the term
‘“‘appropriate Federal official’’ means—

(i) the Secretary of Housing and Urban
Development in the case of any building
described in subparagraph (B) by reason of
clause (i) or (ii) thereof, and

(ii) the Secretary of Agriculture in the
case of any building described in subpara-
graph (B) by reason of clause (iii) thereof.

(7) Acquisition of building before end of prior
compliance period
(A) In general

Under regulations prescribed by the Sec-
retary, in the case of a building described in
subparagraph (B) (or interest therein) which
is acquired by the taxpayer—

(i) paragraph (2)(B) shall not apply, but

(ii) the credit allowable by reason of sub-
section (a) to the taxpayer for any period
after such acquisition shall be equal to the
amount of credit which would have been
allowable under subsection (a) for such pe-
riod to the prior owner referred to in sub-
paragraph (B) had such owner not disposed
of the building.

(B) Description of building

A building is described in this subpara-
graph if—

(i) a credit was allowed by reason of sub-
section (a) to any prior owner of such
building, and

(ii) the taxpayer acquired such building
before the end of the compliance period for
such building with respect to such prior
owner (determined without regard to any
disposition by such prior owner).

(e) Rehabilitation expenditures treated as sepa-
rate new building
(1) In general

Rehabilitation expenditures paid or incurred
by the taxpayer with respect to any building
shall be treated for purposes of this section as
a separate new building.

(2) Rehabilitation expenditures

For purposes of paragraph (1)—

(A) In general

The term ‘‘rehabilitation expenditures”
means amounts chargeable to capital ac-
count and incurred for property (or additions
or improvements to property) of a character
subject to the allowance for depreciation in
connection with the rehabilitation of a
building.

(B) Cost of acquisition, etc,3 not included

Such term does not include the cost of ac-
quiring any building (or interest therein) or

380 in original. Probably should be ‘“‘etc.,”.
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any amount not permitted to be taken into
account under paragraph (3) or (4) of sub-
section (d).

(3) Minimum expenditures to qualify
(A) In general

Paragraph (1) shall apply to rehabilitation
expenditures with respect to any building
only if—

(i) the expenditures are allocable to 1 or
more low-income units or substantially
benefit such units, and

(ii) the amount of such expenditures dur-
ing any 24-month period meets the require-
ments of whichever of the following sub-
clauses requires the greater amount of
such expenditures:

(I) The requirement of this subclause is
met if such amount is not less than 10
percent of the adjusted basis of the
building (determined as of the 1st day of
such period and without regard to para-
graphs (2) and (3) of section 1016(a)).

(IT) The requirement of this subclause
is met if the qualified basis attributable
to such amount, when divided by the
number of low-income units in the build-
ing, is $3,000 or more.

(B) Exception from 10 percent rehabilitation

In the case of a building acquired by the
taxpayer from a governmental unit, at the
election of the taxpayer, subparagraph
(A)(i)(T) shall not apply and the credit under
this section for such rehabilitation expendi-
tures shall be determined using the percent-
age applicable under subsection (b)(2)(B)(ii).

(C) Date of determination

The determination under subparagraph (A)
shall be made as of the close of the 1st tax-
able year in the credit period with respect to
such expenditures.

(4) Special rules

For purposes of applying this section with
respect to expenditures which are treated as a
separate building by reason of this sub-
section—

(A) such expenditures shall be treated as
placed in service at the close of the 24-month
period referred to in paragraph (3)(A), and

(B) the applicable fraction under sub-
section (c)(1) shall be the applicable fraction
for the building (without regard to para-
graph (1)) with respect to which the expendi-
tures were incurred.

Nothing in subsection (d)(2) shall prevent a
credit from being allowed by reason of this
subsection.

(5) No double counting

Rehabilitation expenditures may, at the
election of the taxpayer, be taken into ac-
count under this subsection or subsection
((@)(A)@) but not under both such sub-
sections.
(6) Regulations to apply subsection with re-

spect to group of units in building

The Secretary may prescribe regulations,

consistent with the purposes of this sub-
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section, treating a group of units with respect
to which rehabilitation expenditures are in-
curred as a separate new building.

(f) Definition and special rules relating to credit

period
(1) Credit period defined

For purposes of this section, the term ‘‘cred-
it period” means, with respect to any building,
the period of 10 taxable years beginning with—

(A) the taxable year in which the building
is placed in service, or

(B) at the election of the taxpayer, the
succeeding taxable year,

but only if the building is a qualified low-in-
come building as of the close of the 1st year of
such period. The election under subparagraph
(B), once made, shall be irrevocable.
(2) Special rule for 1st year of credit period

(A) In general

The credit allowable under subsection (a)
with respect to any building for the 1st tax-
able year of the credit period shall be deter-
mined by substituting for the applicable
fraction under subsection (c)(1) the frac-
tion—

(i) the numerator of which is the sum of
the applicable fractions determined under
subsection (¢)(1) as of the close of each full
month of such year during which such
building was in service, and

(ii) the denominator of which is 12.

(B) Disallowed 1st year credit allowed in
11th year

Any reduction by reason of subparagraph
(A) in the credit allowable (without regard
to subparagraph (A)) for the 1st taxable year
of the credit period shall be allowable under
subsection (a) for the 1lst taxable year fol-
lowing the credit period.

(3) Determination of applicable percentage
with respect to increases in qualified basis
after 1st year of credit period

(A) In general

In the case of any building which was a
qualified low-income building as of the close
of the 1st year of the credit period, if—

(i) as of the close of any taxable year in
the compliance period (after the 1lst year
of the credit period) the qualified basis of
such building exceeds

(ii) the qualified basis of such building as
of the close of the 1st year of the credit pe-
riod,

the applicable percentage which shall apply
under subsection (a) for the taxable year to
such excess shall be the percentage equal to
%5 of the applicable percentage which (after
the application of subsection (h)) would but
for this paragraph apply to such basis.

(B) 1st year computation applies

A rule similar to the rule of paragraph
(2)(A) shall apply to any increase in qualified
basis to which subparagraph (A) applies for
the 1st year of such increase.

(4) Dispositions of property
If a building (or an interest therein) is dis-
posed of during any year for which credit is al-
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lowable under subsection (a), such credit shall
be allocated between the parties on the basis
of the number of days during such year the
building (or interest) was held by each. In any
such case, proper adjustments shall be made in
the application of subsection (j).

(5) Credit period for existing buildings not to
begin before rehabilitation credit allowed

(A) In general

The credit period for an existing building
shall not begin before the 1st taxable year of
the credit period for rehabilitation expendi-
tures with respect to the building.

(B) Acquisition credit allowed for certain
buildings not allowed a rehabilitation
credit

(1) In general

In the case of a building described in
clause (ii)—
(I) subsection (d)(2)(B)(iv) shall not
apply, and
(IT) the credit period for such building
shall not begin before the taxable year
which would be the 1st taxable year of
the credit period for rehabilitation ex-
penditures with respect to the building
under the modifications described in
clause (ii)II).

(ii) Building described

A building is described in this clause if—

(I) a waiver is granted under sub-
section (d)(6)(C) with respect to the ac-
quisition of the building, and

(IT) a credit would be allowed for reha-
bilitation expenditures with respect to
such building if subsection (e)(3)(A)(ii)(I)
did not apply and if subsection
(e)(3)(A)(ii)(IT) were applied by substitut-
ing “$2,000”’ for ‘$3,000".

(g) Qualified low-income housing project
For purposes of this section—
(1) In general

The term ‘‘qualified low-income housing
project’” means any project for residential
rental property if the project meets the re-
quirements of subparagraph (A) or (B) which-
ever is elected by the taxpayer:

(A) 20-50 test

The project meets the requirements of this
subparagraph if 20 percent or more of the
residential units in such project are both
rent-restricted and occupied by individuals
whose income is 50 percent or less of area
median gross income.

(B) 40-60 test

The project meets the requirements of this
subparagraph if 40 percent or more of the
residential units in such project are both
rent-restricted and occupied by individuals
whose income is 60 percent or less of area
median gross income.

Any election under this paragraph, once made,
shall be irrevocable. For purposes of this para-
graph, any property shall not be treated as
failing to be residential rental property mere-
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ly because part of the building in which such
property is located is used for purposes other
than residential rental purposes.

(2) Rent-restricted units
(A) In general

For purposes of paragraph (1), a residential
unit is rent-restricted if the gross rent with
respect to such unit does not exceed 30 per-
cent of the imputed income limitation appli-
cable to such unit. For purposes of the pre-
ceding sentence, the amount of the income
limitation under paragraph (1) applicable for
any period shall not be less than such limi-
tation applicable for the earliest period the
building (which contains the unit) was in-
cluded in the determination of whether the
project is a qualified low-income housing
project.

(B) Gross rent

For purposes of subparagraph (A), gross
rent—

(i) does not include any payment under
section 8 of the United States Housing Act
of 1937 or any comparable rental assistance
program (with respect to such unit or oc-
cupants thereof),

(ii) includes any utility allowance deter-
mined by the Secretary after taking into
account such determinations under section
8 of the United States Housing Act of 1937,

(iii) does not include any fee for a sup-
portive service which is paid to the owner
of the unit (on the basis of the low-income
status of the tenant of the unit) by any
governmental program of assistance (or by
an organization described in section
501(c)(3) and exempt from tax under sec-
tion 501(a)) if such program (or organiza-
tion) provides assistance for rent and the
amount of assistance provided for rent is
not separable from the amount of assist-
ance provided for supportive services, and

(iv) does not include any rental payment
to the owner of the unit to the extent such
owner pays an equivalent amount to the
Farmers’ Home Administration under sec-
tion 515 of the Housing Act of 1949.

For purposes of clause (iii), the term ‘‘sup-
portive service’’ means any service provided
under a planned program of services de-
signed to enable residents of a residential
rental property to remain independent and
avoid placement in a hospital, nursing home,
or intermediate care facility for the men-
tally or physically handicapped. In the case
of a single-room occupancy unit or a build-
ing described in subsection (i)(3)(B)(iii), such
term includes any service provided to assist
tenants in locating and retaining permanent
housing.
(C) Imputed income limitation applicable to
unit

For purposes of this paragraph, the im-
puted income limitation applicable to a unit
is the income limitation which would apply
under paragraph (1) to individuals occupying
the unit if the number of individuals occupy-
ing the unit were as follows:
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(i) In the case of a unit which does not
have a separate bedroom, 1 individual.

(ii) In the case of a unit which has 1 or
more separate bedrooms, 1.5 individuals
for each separate bedroom.

In the case of a project with respect to which
a credit is allowable by reason of this sec-
tion and for which financing is provided by a
bond described in section 142(a)(7), the im-
puted income limitation shall apply in lieu
of the otherwise applicable income limita-
tion for purposes of applying section
142(d)(4)(B)(ii).

(D) Treatment of units occupied by individ-

uals whose incomes rise above limit

(i) In general

Except as provided in clause (ii), not-
withstanding an increase in the income of
the occupants of a low-income unit above
the income limitation applicable under
paragraph (1), such unit shall continue to
be treated as a low-income unit if the in-
come of such occupants initially met such
income limitation and such unit continues
to be rent-restricted.

(ii) Next available unit must be rented to
low-income tenant if income rises
above 140 percent of income limit

If the income of the occupants of the
unit increases above 140 percent of the in-
come limitation applicable under para-
graph (1), clause (i) shall cease to apply to
such unit if any residential rental unit in
the building (of a size comparable to, or
smaller than, such unit) is occupied by a
new resident whose income exceeds such
income limitation. In the case of a project
described in section 142(d)(4)(B), the pre-
ceding sentence shall be applied by sub-
stituting ‘170 percent’ for ‘140 percent”
and by substituting ‘‘any low-income unit
in the building is occupied by a new resi-
dent whose income exceeds 40 percent of
area median gross income’ for ‘‘any resi-
dential unit in the building (of a size com-
parable to, or smaller than, such unit) is
occupied by a new resident whose income
exceeds such income limitation”.

(E) Units where Federal rental assistance is
reduced as tenant’s income increases

If the gross rent with respect to a residen-
tial unit exceeds the limitation under sub-
paragraph (A) by reason of the fact that the
income of the occupants thereof exceeds the
income limitation applicable under para-
graph (1), such unit shall, nevertheless, be
treated as a rent-restricted unit for purposes
of paragraph (1) if—

(i) a Federal rental assistance payment
described in subparagraph (B)(i) is made
with respect to such unit or its occupants,
and

(ii) the sum of such payment and the
gross rent with respect to such unit does
not exceed the sum of the amount of such
payment which would be made and the
gross rent which would be payable with re-
spect to such unit if—
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(I) the income of the occupants thereof
did not exceed the income limitation ap-
plicable under paragraph (1), and

(IT) such units were rent-restricted
within the meaning of subparagraph (A).

The preceding sentence shall apply to any
unit only if the result described in clause (ii)
is required by Federal statute as of the date
of the enactment of this subparagraph and
as of the date the Federal rental assistance
payment is made.

(3) Date for meeting requirements

(A) In general

Except as otherwise provided in this para-
graph, a building shall be treated as a quali-
fied low-income building only if the project
(of which such building is a part) meets the
requirements of paragraph (1) not later than
the close of the 1st year of the credit period
for such building.

(B) Buildings which rely on later buildings
for qualification

(i) In general

In determining whether a building (here-
inafter in this subparagraph referred to as
the ‘“‘prior building”’) is a qualified low-in-
come building, the taxpayer may take into
account 1 or more additional buildings
placed in service during the 12-month pe-
riod described in subparagraph (A) with re-
spect to the prior building only if the tax-
payer elects to apply clause (ii) with re-
spect to each additional building taken
into account.

(ii) Treatment of elected buildings

In the case of a building which the tax-
payer elects to take into account under
clause (i), the period under subparagraph
(A) for such building shall end at the close
of the 12-month period applicable to the
prior building.

(iii) Date prior building is treated as
placed in service

For purposes of determining the credit
period and the compliance period for the
prior building, the prior building shall be
treated for purposes of this section as
placed in service on the most recent date
any additional building elected by the tax-
payer (with respect to such prior building)
was placed in service.

(C) Special rule

A building—

(i) other than the 1st building placed in
service as part of a project, and

(ii) other than a building which is placed
in service during the 12-month period de-
scribed in subparagraph (A) with respect to
a prior building which becomes a qualified
low-income building,

shall in no event be treated as a qualified
low-income building unless the project is a
qualified low-income housing project (with-
out regard to such building) on the date such
building is placed in service.
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(D) Projects with more than 1 building must
be identified

For purposes of this section, a project
shall be treated as consisting of only 1 build-
ing unless, before the close of the 1st cal-
endar year in the project period (as defined
in subsection (h)(1)(F)(@{i)), each building
which is (or will be) part of such project is
identified in such form and manner as the
Secretary may provide.

(4) Certain rules made applicable

Paragraphs (2) (other than subparagraph (A)
thereof), (3), (4), (6), (6), and (7) of section
142(d), and section 6652(j), shall apply for pur-
poses of determining whether any project is a
qualified low-income housing project and
whether any unit is a low-income unit; except
that, in applying such provisions for such pur-
poses, the term ‘‘gross rent’ shall have the
meaning given such term by paragraph (2)(B)
of this subsection.

(5) Election to treat building after compliance
period as not part of a project

For purposes of this section, the taxpayer
may elect to treat any building as not part of
a qualified low-income housing project for any
period beginning after the compliance period
for such building.

(6) Special rule where de minimis equity con-
tribution

Property shall not be treated as failing to be
residential rental property for purposes of this
section merely because the occupant of a resi-
dential unit in the project pays (on a vol-
untary basis) to the lessor a de minimis
amount to be held toward the purchase by
such occupant of a residential unit in such
project if—

(A) all amounts so paid are refunded to the
occupant on the cessation of his occupancy
of a unit in the project, and

(B) the purchase of the unit is not per-
mitted until after the close of the compli-
ance period with respect to the building in
which the unit is located.

Any amount paid to the lessor as described in
the preceding sentence shall be included in
gross rent under paragraph (2) for purposes of
determining whether the unit is rent-
restricted.

(7) Scattered site projects

Buildings which would (but for their lack of
proximity) be treated as a project for purposes
of this section shall be so treated if all of the
dwelling units in each of the buildings are
rent-restricted (within the meaning of para-
graph (2)) residential rental units.

(8) Waiver of certain de minimis errors and re-
certifications

On application by the taxpayer, the Sec-
retary may waive—

(A) any recapture under subsection (j) in
the case of any de minimis error in comply-
ing with paragraph (1), or

(B) any annual recertification of tenant in-
come for purposes of this subsection, if the
entire building is occupied by low-income
tenants.
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(h) Limitation on aggregate credit allowable

with respect to projects located in a State

(1) Credit may not exceed credit amount allo-
cated to building

(A) In general

The amount of the credit determined
under this section for any taxable year with
respect to any building shall not exceed the
housing credit dollar amount allocated to
such building under this subsection.

(B) Time for making allocation

Except in the case of an allocation which
meets the requirements of subparagraph (C),
(D), (), or (F), an allocation shall be taken
into account under subparagraph (A) only if
it is made not later than the close of the cal-
endar year in which the building is placed in
service.

(C) Exception where binding commitment

An allocation meets the requirements of
this subparagraph if there is a binding com-
mitment (not later than the close of the cal-
endar year in which the building is placed in
service) by the housing credit agency to al-
locate a specified housing credit dollar
amount to such building beginning in a spec-
ified later taxable year.

(D) Exception where increase in qualified
basis

(i) In general

An allocation meets the requirements of
this subparagraph if such allocation is
made not later than the close of the cal-
endar year in which ends the taxable year
to which it will 1st apply but only to the
extent the amount of such allocation does
not exceed the limitation under clause (ii).
(ii) Limitation

The limitation under this clause is the
amount of credit allowable under this sec-
tion (without regard to this subsection) for
a taxable year with respect to an increase
in the qualified basis of the building equal
to the excess of—

(I) the qualified basis of such building
as of the close of the 1st taxable year to
which such allocation will apply, over

(IT) the qualified basis of such building
as of the close of the 1st taxable year to
which the most recent prior housing
credit allocation with respect to such
building applied.

(iii) Housing credit dollar amount reduced
by full allocation

Notwithstanding clause (i), the full
amount of the allocation shall be taken
into account under paragraph (2).

(E) Exception where 10 percent of cost in-
curred

(i) In general

An allocation meets the requirements of
this subparagraph if such allocation is
made with respect to a qualified building
which is placed in service not later than
the close of the second calendar year fol-
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lowing the calendar year in which the allo-
cation is made.

(ii) Qualified building

For purposes of clause (i), the term
“qualified building” means any building
which is part of a project if the taxpayer’s
basis in such project (as of the close of the
calendar year in which the allocation is
made) is more than 10 percent of the tax-
payer’s reasonably expected basis in such
project (as of the close of the second cal-
endar year referred to in clause (i)). Such
term does not include any existing build-
ing unless a credit is allowable under sub-
section (e) for rehabilitation expenditures
paid or incurred by the taxpayer with re-
spect to such building for a taxable year
ending during the second calendar year re-
ferred to in clause (i) or the prior taxable
year.

(F) Allocation of credit on a project basis
(i) In general

In the case of a project which includes
(or will include) more than 1 building, an
allocation meets the requirements of this
subparagraph if—

(I) the allocation is made to the
project for a calendar year during the
project period,

(IT) the allocation only applies to
buildings placed in service during or
after the calendar year for which the al-
location is made, and

(ITI) the portion of such allocation
which is allocated to any building in
such project is specified not later than
the close of the calendar year in which
the building is placed in service.

(ii) Project period

For purposes of clause (i), the term
“project period” means the period—

(I) beginning with the 1st calendar
year for which an allocation may be
made for the 1st building placed in serv-
ice as part of such project, and

(IT) ending with the calendar year the
last building is placed in service as part
of such project.

(2) Allocated credit amount to apply to all tax-
able years ending during or after credit al-
location year

Any housing credit dollar amount allocated

to any building for any calendar year—

(A) shall apply to such building for all tax-
able years in the compliance period ending
during or after such calendar year, and

(B) shall reduce the aggregate housing
credit dollar amount of the allocating agen-
cy only for such calendar year.

(3) Housing credit dollar amount for agencies
(A) In general

The aggregate housing credit dollar
amount which a housing credit agency may
allocate for any calendar year is the portion
of the State housing credit ceiling allocated
under this paragraph for such calendar year
to such agency.
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(B) State ceiling initially allocated to State
housing credit agencies

Except as provided in subparagraphs (D)
and (E), the State housing credit ceiling for
each calendar year shall be allocated to the
housing credit agency of such State. If there
is more than 1 housing credit agency of a
State, all such agencies shall be treated as a
single agency.

(C) State housing credit ceiling

The State housing credit ceiling applicable
to any State for any calendar year shall be
an amount equal to the sum of—

(i) $1.25 multiplied by the State popu-
lation,

(ii) the unused State housing credit ceil-
ing (if any) of such State for the preceding
calendar year,

(iii) the amount of State housing credit
ceiling returned in the calendar year, plus

(iv) the amount (if any) allocated under
subparagraph (D) to such State by the Sec-
retary.

For purposes of clause (ii), the unused State
housing credit ceiling for any calendar year
is the excess (if any) of the sum of the
amounts described in clauses (i) and (iii)
over the aggregate housing credit dollar
amount allocated for such year. For pur-
poses of clause (iii), the amount of State
housing credit ceiling returned in the cal-
endar year equals the housing credit dollar
amount previously allocated within the
State to any project which does not become
a qualified low-income housing project with-
in the period required by this section or the
terms of the allocation or to any project
with respect to which an allocation is can-
celled by mutual consent of the housing
credit agency and the allocation recipient.

(D) Unused housing credit carryovers allo-
cated among certain States

(i) In general

The unused housing credit carryover of a
State for any calendar year shall be as-
signed to the Secretary for allocation
among qualified States for the succeeding
calendar year.

(ii) Unused housing credit carryover

For purposes of this subparagraph, the
unused housing credit carryover of a State
for any calendar year is the excess (if any)
of the unused State housing credit ceiling
for such year (as defined in subparagraph
(C)(ii)) over the excess (if any) of—

(I) the aggregate housing credit dollar
amount allocated for such year, over
(IT) the sum of the amounts described
in clauses (i) and (iii) of subparagraph
©).
(iii) Formula for allocation of unused hous-
ing credit carryovers among qualified
States

The amount allocated under this sub-
paragraph to a qualified State for any cal-
endar year shall be the amount determined
by the Secretary to bear the same ratio to



TITLE 26—INTERNAL REVENUE CODE

the aggregate unused housing credit carry-
overs of all States for the preceding cal-
endar year as such State’s population for
the calendar year bears to the population
of all qualified States for the calendar
year. For purposes of the preceding sen-
tence, population shall be determined in
accordance with section 146(j).

(iv) Qualified State

For purposes of this subparagraph, the
term ‘‘qualified State’” means, with re-
spect to a calendar year, any State—

(I) which allocated its entire State
housing credit ceiling for the preceding
calendar year, and

(IT) for which a request is made (not
later than May 1 of the calendar year) to
receive an allocation under clause (iii).

(E) Special rule for States with constitutional
home rule cities

For purposes of this subsection—
(1) In general

The aggregate housing credit dollar
amount for any constitutional home rule
city for any calendar year shall be an
amount which bears the same ratio to the
State housing credit ceiling for such cal-
endar year as—

(I) the population of such city, bears to
(IT) the population of the entire State.

(ii) Coordination with other allocations

In the case of any State which contains
1 or more constitutional home rule cities,
for purposes of applying this paragraph
with respect to housing credit agencies in
such State other than constitutional home
rule cities, the State housing credit ceiling
for any calendar year shall be reduced by
the aggregate housing credit dollar
amounts determined for such year for all
constitutional home rule cities in such
State.

(iii) Constitutional home rule city

For purposes of this paragraph, the term
‘“‘constitutional home rule city” has the
meaning given such term by section
146(d)(3)(C).

(F) State may provide for different allocation

Rules similar to the rules of section 146(e)
(other than paragraph (2)(B) thereof) shall
apply for purposes of this paragraph.

(G) Population

For purposes of this paragraph, population
shall be determined in accordance with sec-
tion 146(j).

(4) Credit for buildings financed by tax-exempt
bonds subject to volume cap not taken into
account

(A) In general

Paragraph (1) shall not apply to the por-
tion of any credit allowable under sub-
section (a) which is attributable to eligible
basis financed by any obligation the interest
on which is exempt from tax under section
103 if—
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(i) such obligation is taken into account
under section 146, and

(ii) principal payments on such financing
are applied within a reasonable period to
redeem obligations the proceeds of which
were used to provide such financing.

(B) Special rule where 50 percent or more of
building is financed with tax-exempt
bonds subject to volume cap

For purposes of subparagraph (A), if 50 per-
cent or more of the aggregate basis of any
building and the land on which the building
is located is financed by any obligation de-
scribed in subparagraph (A), paragraph (1)
shall not apply to any portion of the credit
allowable under subsection (a) with respect
to such building.

(5) Portion of State ceiling set-aside for certain

projects involving qualified nonprofit orga-
nizations

(A) In general

Not more than 90 percent of the State
housing credit ceiling for any State for any
calendar year shall be allocated to projects
other than qualified low-income housing
projects described in subparagraph (B).

(B) Projects involving qualified nonprofit or-
ganizations

For purposes of subparagraph (A), a quali-
fied low-income housing project is described
in this subparagraph if a qualified nonprofit
organization is to own an interest in the
project (directly or through a partnership)
and materially participate (within the
meaning of section 469(h)) in the develop-
ment and operation of the project through-
out the compliance period.

(C) Qualified nonprofit organization

For purposes of this paragraph, the term
““qualified nonprofit organization’” means
any organization if—

(i) such organization is described in
paragraph (3) or (4) of section 501(c) and is
exempt from tax under section 501(a),

(ii) such organization is determined by
the State housing credit agency not to be
affiliated with or controlled by a for-profit
organization;* and

(iii) 1 of the exempt purposes of such or-
ganization includes the fostering of low-in-
come housing.

(D) Treatment of certain subsidiaries
(i) In general

For purposes of this paragraph, a quali-
fied nonprofit organization shall be treat-
ed as satisfying the ownership and mate-
rial participation test of subparagraph (B)
if any qualified corporation in which such
organization holds stock satisfies such
test.

(ii) Qualified corporation

For purposes of clause (i), the term
“‘qualified corporation’” means any cor-
poration if 100 percent of the stock of such

4S80 in original. The semicolon probably should be a comma.
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corporation is held by 1 or more qualified
nonprofit organizations at all times during
the period such corporation is in existence.

(E) State may not override set-aside

Nothing in subparagraph (F) of paragraph
(3) shall be construed to permit a State not
to comply with subparagraph (A) of this
paragraph.

(6) Buildings eligible for credit only if mini-
mum long-term commitment to low-income
housing

(A) In general

No credit shall be allowed by reason of this
section with respect to any building for the
taxable year unless an extended low-income
housing commitment is in effect as of the
end of such taxable year.

(B) Extended low-income housing commit-
ment

For purposes of this paragraph, the term
“extended low-income housing commit-
ment”’ means any agreement between the
taxpayer and the housing credit agency—

(i) which requires that the applicable
fraction (as defined in subsection (c¢)(1)) for
the building for each taxable year in the
extended use period will not be less than
the applicable fraction specified in such
agreement and which prohibits the actions
described in subclauses (I) and (IT) of sub-
paragraph (E)(@i),

(ii) which allows individuals who meet
the income limitation applicable to the
building under subsection (g) (whether pro-
spective, present, or former occupants of
the building) the right to enforce in any
State court the requirement and prohibi-
tions of clause (i),

(iii) which prohibits the disposition to
any person of any portion of the building
to which such agreement applies unless all
of the building to which such agreement
applies is disposed of to such person,

(iv) which prohibits the refusal to lease
to a holder of a voucher or certificate of
eligibility under section 8 of the United
States Housing Act of 1937 because of the
status of the prospective tenant as such a
holder,

(v) which is binding on all successors of
the taxpayer, and

(vi) which, with respect to the property,
is recorded pursuant to State law as a re-
strictive covenant.

(C) Allocation of credit may not exceed
amount necessary to support commit-
ment

(i) In general

The housing credit dollar amount allo-
cated to any building may not exceed the
amount necessary to support the applica-
ble fraction specified in the extended low-
income housing commitment for such
building, including any increase in such
fraction pursuant to the application of
subsection (f)(3) if such increase is re-
flected in an amended low-income housing
commitment.
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(ii) Buildings financed by tax-exempt
bonds

If paragraph (4) applies to any building
the amount of credit allowed in any tax-
able year may not exceed the amount nec-
essary to support the applicable fraction
specified in the extended low-income hous-
ing commitment for such building. Such
commitment may be amended to increase
such fraction.

(D) Extended use period

For purposes of this paragraph, the term
“‘extended use period’” means the period—

(i) beginning on the 1st day in the com-
pliance period on which such building is
part of a qualified low-income housing
project, and

(ii) ending on the later of—

(I) the date specified by such agency in
such agreement, or

(IT) the date which is 15 years after the
close of the compliance period.

(E) Exceptions if foreclosure or if no buyer
willing to maintain low-income status

(i) In general

The extended use period for any building
shall terminate—

(I) on the date the building is acquired
by foreclosure (or instrument in lieu of
foreclosure) unless the Secretary deter-
mines that such acquisition is part of an
arrangement with the taxpayer a pur-
pose of which is to terminate such pe-
riod, or

(IT) on the last day of the period speci-
fied in subparagraph (I) if the housing
credit agency is unable to present during
such period a qualified contract for the
acquisition of the low-income portion of
the building by any person who will con-
tinue to operate such portion as a quali-
fied low-income building.

Subclause (II) shall not apply to the extent
more stringent requirements are provided
in the agreement or in State law.

(ii) Eviction, etc. of existing low-income
tenants not permitted

The termination of an extended use pe-
riod under clause (i) shall not be construed
to permit before the close of the 3-year pe-
riod following such termination—

(I) the eviction or the termination of
tenancy (other than for good cause) of an
existing tenant of any low-income unit,
or

(IT) any increase in the gross rent with
respect to such unit not otherwise per-
mitted under this section.

(F) Qualified contract

For purposes of subparagraph (E), the term
“‘qualified contract’ means a bona fide con-
tract to acquire (within a reasonable period
after the contract is entered into) the
nonlow-income portion of the building for
fair market value and the low-income por-
tion of the building for an amount not less
than the applicable fraction (specified in the
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extended low-income housing commitment)
of—
(i) the sum of—

(I) the outstanding indebtedness se-
cured by, or with respect to, the build-
ing,

(IT) the adjusted investor equity in the
building, plus

(IIT) other capital contributions not re-
flected in the amounts described in sub-
clause (I) or (II), reduced by

(ii) cash distributions from (or available
for distribution from) the project.

The Secretary shall prescribe such regula-
tions as may be necessary or appropriate to
carry out this paragraph, including regula-
tions to prevent the manipulation of the
amount determined under the preceding sen-
tence.

(G) Adjusted investor equity
(i) In general

For purposes of subparagraph (E), the
term ‘‘adjusted investor equity’” means,
with respect to any calendar year, the ag-
gregate amount of cash taxpayers invested
with respect to the project increased by
the amount equal to—

(I) such amount, multiplied by

(IT) the cost-of-living adjustment for
such calendar year, determined under
section 1(f)(3) by substituting the base

calendar year for ‘‘calendar year 1987.

An amount shall be taken into account as
an investment in the project only to the
extent there was an obligation to invest
such amount as of the beginning of the
credit period and to the extent such
amount is reflected in the adjusted basis of
the project.

(ii) Cost-of-living increases in excess of 5
percent not taken into account

Under regulations prescribed by the Sec-
retary, if the CPI for any calendar year (as
defined in section 1(f)(4)) exceeds the CPI
for the preceding calendar year by more
than 5 percent, the CPI for the base cal-
endar year shall be increased such that
such excess shall never be taken into ac-
count under clause (i).

(iii) Base calendar year

For purposes of this subparagraph, the
term ‘‘base calendar year’” means the cal-
endar year with or within which the 1st
taxable year of the credit period ends.

(H) Low-income portion

For purposes of this paragraph, the low-in-
come portion of a building is the portion of
such building equal to the applicable frac-
tion specified in the extended low-income
housing commitment for the building.

(I) Period for finding buyer

The period referred to in this subparagraph
is the 1l-year period beginning on the date
(after the 14th year of the compliance pe-
riod) the taxpayer submits a written request
to the housing credit agency to find a person
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to acquire the taxpayer’s interest in the low-
income portion of the building.

(J) Effect of noncompliance

If, during a taxable year, there is a deter-
mination that an extended low-income hous-
ing agreement was not in effect as of the be-
ginning of such year, such determination
shall not apply to any period before such
year and subparagraph (A) shall be applied
without regard to such determination if the
failure is corrected within 1 year from the
date of the determination.

(K) Projects which consist of more than 1
building
The application of this paragraph to
projects which consist of more than 1 build-
ing shall be made under regulations pre-
scribed by the Secretary.

(7) Special rules

(A) Building must be located within jurisdic-
tion of credit agency

A housing credit agency may allocate its
aggregate housing credit dollar amount only
to buildings located in the jurisdiction of
the governmental unit of which such agency
is a part.

(B) Agency allocations in excess of limit

If the aggregate housing credit dollar
amounts allocated by a housing credit agen-
cy for any calendar year exceed the portion
of the State housing credit ceiling allocated
to such agency for such calendar year, the
housing credit dollar amounts so allocated
shall be reduced (to the extent of such ex-
cess) for buildings in the reverse of the order
in which the allocations of such amounts
were made.

(C) Credit reduced if allocated credit dollar
amount is less than credit which would
be allowable without regard to placed in
service convention, etc.

(i) In general

The amount of the credit determined
under this section with respect to any
building shall not exceed the clause (ii)
percentage of the amount of the credit
which would (but for this subparagraph) be
determined under this section with respect
to such building.

(ii) Determination of percentage

For purposes of clause (i), the clause (ii)
percentage with respect to any building is
the percentage which—

(I) the housing credit dollar amount al-
located to such building bears to

(IT) the credit amount determined in
accordance with clause (iii).

(iii) Determination of credit amount

The credit amount determined in accord-
ance with this clause is the amount of the
credit which would (but for this subpara-
graph) be determined under this section
with respect to the building if—

(I) this section were applied without
regard to paragraphs (2)(A) and (3)(B) of
subsection (f), and
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(IT) subsection (f)(3)(A) were applied
without regard to ‘‘the percentage equal
to %5 of”’.

(D) Housing credit agency to specify applica-
ble percentage and maximum qualified
basis

In allocating a housing credit dollar
amount to any building, the housing credit
agency shall specify the applicable percent-
age and the maximum qualified basis which
may be taken into account under this sec-
tion with respect to such building. The ap-
plicable percentage and maximum qualified
basis so specified shall not exceed the appli-
cable percentage and qualified basis deter-
mined under this section without regard to
this subsection.

(8) Other definitions
For purposes of this subsection—
(A) Housing credit agency

The term ‘‘housing credit agency’” means
any agency authorized to carry out this sub-
section.

(B) Possessions treated as States

The term ‘‘State’ includes a possession of
the United States.

(i) Definitions and special rules
For purposes of this section—
(1) Compliance period

The term ‘‘compliance period’” means, with
respect to any building, the period of 15 tax-
able years beginning with the 1st taxable year
of the credit period with respect thereto.

(2) Determination of whether building is feder-
ally subsidized

(A) In general

Except as otherwise provided in this para-
graph, for purposes of subsection (b)(1), a
new building shall be treated as federally
subsidized for any taxable year if, at any
time during such taxable year or any prior
taxable year, there is or was outstanding
any obligation the interest on which is ex-
empt from tax under section 103, or any
below market Federal loan, the proceeds of
which are or were used (directly or indi-
rectly) with respect to such building or the
operation thereof.

(B) Election to reduce eligible basis by bal-
ance of loan or proceeds of obligations

A loan or tax-exempt obligation shall not
be taken into account under subparagraph
(A) if the taxpayer elects to exclude from
the eligible basis of the building for purposes
of subsection (d)—

(i) in the case of a loan, the principal
amount of such loan, and

(ii) in the case of a tax-exempt obliga-
tion, the proceeds of such obligation.

(C) Special rule for subsidized construction
financing

Subparagraph (A) shall not apply to any
tax-exempt obligation or below market Fed-
eral loan used to provide construction fi-
nancing for any building if—

(i) such obligation or loan (when issued
or made) identified the building for which
the proceeds of such obligation or loan
would be used, and

(ii) such obligation is redeemed, and
such loan is repaid, before such building is
placed in service.

(D) Below market Federal loan

For purposes of this paragraph, the term
“below market Federal loan’” means any
loan funded in whole or in part with Federal
funds if the interest rate payable on such
loan is less than the applicable Federal rate
in effect under section 1274(d)(1) (as of the
date on which the loan was made). Such
term shall not include any loan which would
be a below market Federal loan solely by
reason of assistance provided under section
106, 107, or 108 of the Housing and Commu-
nity Development Act of 1974 (as in effect on
the date of the enactment of this sentence).

(E) Buildings receiving HOME assistance
(i) In general

Assistance provided under the HOME In-
vestment Partnerships Act (as in effect on
the date of the enactment of this subpara-
graph) with respect to any building shall
not be taken into account under subpara-
graph (D) if 40 percent or more of the resi-
dential units in the building are occupied
by individuals whose income is 50 percent
or less of area median gross income. Sub-
section (d)(6)(C) shall not apply to any
building to which the preceding sentence
applies.

(ii) Special rule for certain high-cost hous-
ing areas

In the case of a building located in a city
described in section 142(d)(6), clause (i)
shall be applied by substituting ‘25 per-
cent’’ for ‘40 percent’’.

(3) Low-income unit

(A) In general

The term ‘‘low-income unit” means any
unit in a building if—

(i) such unit is rent-restricted (as defined
in subsection (g)(2)), and

(ii) the individuals occupying such unit
meet the income limitation applicable
under subsection (g)(1) to the project of
which such building is a part.

(B) Exceptions

(i) In general

A unit shall not be treated as a low-in-
come unit unless the unit is suitable for
occupancy and used other than on a tran-
sient basis.
(ii) Suitability for occupancy

For purposes of clause (i), the suitability
of a unit for occupancy shall be deter-
mined under regulations prescribed by the
Secretary taking into account local
health, safety, and building codes.
(iii) Transitional housing for homeless

For purposes of clause (i), a unit shall be
considered to be used other than on a tran-
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sient basis if the unit contains sleeping ac-
commodations and kitchen and bathroom
facilities and is located in a building—

(I) which is used exclusively to facili-
tate the transition of homeless individ-
uals (within the meaning of section 103
of the Stewart B. McKinney Homeless
Assistance Act (42 U.S.C. 11302), as in ef-
fect on the date of the enactment of this
clause) to independent living within 24
months, and

(IT) in which a governmental entity or
qualified nonprofit organization (as de-
fined in subsection (h)(5)) provides such
individuals with temporary housing and
supportive services designed to assist
such individuals in locating and retain-
ing permanent housing.

(iv) Single-room occupancy units

For purposes of clause (i), a single-room
occupancy unit shall not be treated as
used on a transient basis merely because it
is rented on a month-by-month basis.

(C) Special rule for buildings having 4 or
fewer units

In the case of any building which has 4 or
fewer residential rental units, no unit in
such building shall be treated as a low-in-
come unit if the units in such building are
owned by—

(i) any individual who occupies a resi-
dential unit in such building, or
(ii) any person who is related (as defined
in subsection (d)(2)(D)(iii)) to such individ-
ual.
(D) Certain students not to disqualify unit

A unit shall not fail to be treated as a low-
income unit merely because it is occupied—
(i) by an individual who is—

(I) a student and receiving assistance
under title IV of the Social Security Act,
or

(IT) enrolled in a job training program
receiving assistance under the Job
Training Partnership Act or under other
similar Federal, State, or local laws, or

(ii) entirely by full-time students if such
students are—

(I) single parents and their children
and such parents and children are not de-
pendents (as defined in section 152) of an-
other individual, or

(IT) married and file a joint return.

(E) Owner-occupied buildings having 4 or
fewer units eligible for credit where de-
velopment plan

(i) In general

Subparagraph (C) shall not apply to the
acquisition or rehabilitation of a building
pursuant to a development plan of action
sponsored by a State or local government
or a qualified nonprofit organization (as
defined in subsection (h)(5)(C)).

(ii) Limitation on credit

In the case of a building to which clause
(i) applies, the applicable fraction shall
not exceed 80 percent of the unit fraction.
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(iii) Certain unrented units treated as
owner-occupied

In the case of a building to which clause
(i) applies, any unit which is not rented for
90 days or more shall be treated as occu-
pied by the owner of the building as of the
1st day it is not rented.

(4) New building

The term ‘‘new building’’ means a building
the original use of which begins with the tax-
payer.

(5) Existing building

The term ‘‘existing building” means any
building which is not a new building.

(6) Application to estates and trusts

In the case of an estate or trust, the amount
of the credit determined under subsection (a)
and any increase in tax under subsection (j)
shall be apportioned between the estate or
trust and the beneficiaries on the basis of the
income of the estate or trust allocable to each.

(7) Impact of tenant’s right of 1st refusal to ac-
quire property

(A) In general

No Federal income tax benefit shall fail to
be allowable to the taxpayer with respect to
any qualified low-income building merely by
reason of a right of 1st refusal held by the
tenants (in cooperative form or otherwise)
or resident management corporation of such
building or by a qualified nonprofit organi-
zation (as defined in subsection (h)(5)(C)) or
government agency to purchase the property
after the close of the compliance period for
a price which is not less than the minimum
purchase price determined under subpara-
graph (B).

(B) Minimum purchase price

For purposes of subparagraph (A), the min-
imum purchase price under this subpara-
graph is an amount equal to the sum of—

(i) the principal amount of outstanding
indebtedness secured by the building
(other than indebtedness incurred within
the b-year period ending on the date of the
sale to the tenants), and

(ii) all Federal, State, and local taxes at-
tributable to such sale.

Except in the case of Federal income taxes,
there shall not be taken into account under
clause (ii) any additional tax attributable to
the application of clause (ii).

(j) Recapture of credit

(1) In general

If—

(A) as of the close of any taxable year in
the compliance period, the amount of the
qualified basis of any building with respect
to the taxpayer is less than

(B) the amount of such basis as of the close
of the preceding taxable year,

then the taxpayer’s tax under this chapter for
the taxable year shall be increased by the
credit recapture amount.
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(2) Credit recapture amount

For purposes of paragraph (1), the credit re-
capture amount is an amount equal to the sum
of—

(A) the aggregate decrease in the credits
allowed to the taxpayer under section 38 for
all prior taxable years which would have re-
sulted if the accelerated portion of the cred-
it allowable by reason of this section were
not allowed for all prior taxable years with
respect to the excess of the amount de-
scribed in paragraph (1)(B) over the amount
described in paragraph (1)(A), plus

(B) interest at the overpayment rate es-
tablished under section 6621 on the amount
determined under subparagraph (A) for each
prior taxable year for the period beginning
on the due date for filing the return for the
prior taxable year involved.

No deduction shall be allowed under this chap-
ter for interest described in subparagraph (B).

(3) Accelerated portion of credit

For purposes of paragraph (2), the acceler-
ated portion of the credit for the prior taxable
years with respect to any amount of basis is
the excess of—

(A) the aggregate credit allowed by reason
of this section (without regard to this sub-
section) for such years with respect to such
basis, over

(B) the aggregate credit which would be al-
lowable by reason of this section for such
years with respect to such basis if the aggre-
gate credit which would (but for this sub-
section) have been allowable for the entire
compliance period were allowable ratably
over 15 years.

(4) Special rules
(A) Tax benefit rule

The tax for the taxable year shall be in-
creased under paragraph (1) only with re-
spect to credits allowed by reason of this
section which were used to reduce tax liabil-
ity. In the case of credits not so used to re-
duce tax liability, the carryforwards and
carrybacks under section 39 shall be appro-
priately adjusted.

(B) Only basis for which credit allowed taken
into account

Qualified basis shall be taken into account
under paragraph (1)(B) only to the extent
such basis was taken into account in deter-
mining the credit under subsection (a) for
the preceding taxable year referred to in
such paragraph.

(C) No recapture of additional credit allow-
able by reason of subsection (f)(3)

Paragraph (1) shall apply to a decrease in
qualified basis only to the extent such de-
crease exceeds the amount of qualified basis
with respect to which a credit was allowable
for the taxable year referred to in paragraph
(1)(B) by reason of subsection (£)(3).

(D) No credits against tax

Any increase in tax under this subsection
shall not be treated as a tax imposed by this
chapter for purposes of determining the
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amount of any credit under subpart A, B, D,
or G of this part.

(E) No recapture by reason of casualty loss

The increase in tax under this subsection
shall not apply to a reduction in qualified
basis by reason of a casualty loss to the ex-
tent such loss is restored by reconstruction
or replacement within a reasonable period
established by the Secretary.

(F) No recapture where de minimis changes
in floor space

The Secretary may provide that the in-
crease in tax under this subsection shall not
apply with respect to any building if—

(i) such increase results from a de mini-
mis change in the floor space fraction
under subsection (¢)(1), and

(ii) the building is a qualified low-in-
come building after such change.

(5) Certain partnerships treated as the tax-
payer
(A) In general

For purposes of applying this subsection to
a partnership to which this paragraph ap-
plies—

(i) such partnership shall be treated as
the taxpayer to which the credit allowable
under subsection (a) was allowed,

(ii) the amount of such credit allowed
shall be treated as the amount which
would have been allowed to the partner-
ship were such credit allowable to such
partnership,

(iii) paragraph (4)(A) shall not apply, and

(iv) the amount of the increase in tax
under this subsection for any taxable year
shall be allocated among the partners of
such partnership in the same manner as
such partnership’s taxable income for such
yvear is allocated among such partners.

(B) Partnerships to which paragraph applies

This paragraph shall apply to any partner-
ship which has 35 or more partners unless
the partnership elects not to have this para-
graph apply.

(C) Special rules
(i) Husband and wife treated as 1 partner
For purposes of subparagraph (B){), a
husband and wife (and their estates) shall
be treated as 1 partner.
(ii) Election irrevocable

Any election under subparagraph (B),
once made, shall be irrevocable.
(6) No recapture on disposition of building (or
interest therein) where bond posted

In the case of a disposition of a building or
an interest therein, the taxpayer shall be dis-
charged from liability for any additional tax
under this subsection by reason of such dis-
position if—

(A) the taxpayer furnishes to the Sec-
retary a bond in an amount satifactory?’ to
the Secretary and for the period required by
the Secretary, and

(B) it is reasonably expected that such
building will continue to be operated as a

5So in original. Probably should be ‘‘satisfactory’.
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qualified low-income building for the re-
maining compliance period with respect to
such building.

(k) Application of at-risk rules

For purposes of this section—
(1) In general

Except as otherwise provided in this sub-
section, rules similar to the rules of section
49(a)(1) (other than subparagraphs (D)(ii)(II)
and (D)(iv)(I) thereof), section 49(a)(2), and sec-
tion 49(b)(1) shall apply in determining the
qualified basis of any building in the same
manner as such sections apply in determining
the credit base of property.

(2) Special rules for determining qualified per-
son

For purposes of paragraph (1)—
(A) In general

If the requirements of subparagraphs (B),
(C), and (D) are met with respect to any fi-
nancing borrowed from a qualified nonprofit
organization (as defined in subsection (h)(5)),
the determination of whether such financing
is qualified commercial financing with re-
spect to any qualified low-income building
shall be made without regard to whether
such organization—

(i) is actively and regularly engaged in
the business of lending money, or
(ii) is a person described in section
49(a)(1)(D)(EAv)(II).
(B) Financing secured by property

The requirements of this subparagraph are
met with respect to any financing if such fi-
nancing is secured by the qualified low-in-
come building, except that this subpara-
graph shall not apply in the case of a feder-
ally assisted building described in subsection
(A)(6)(B) if—

(i) a security interest in such building is
not permitted by a Federal agency holding
or insuring the mortgage secured by such
building, and

(ii) the proceeds from the financing (if
any) are applied to acquire or improve
such building..6

(C) Portion of building attributable to financ-
ing

The requirements of this subparagraph are
met with respect to any financing for any
taxable year in the compliance period if, as
of the close of such taxable year, not more
than 60 percent of the eligible basis of the
qualified low-income building is attributable
to such financing (reduced by the principal
and interest of any governmental financing
which is part of a wrap-around mortgage in-
volving such financing).

(D) Repayment of principal and interest

The requirements of this subparagraph are
met with respect to any financing if such fi-
nancing is fully repaid on or before the earli-
est of—

(i) the date on which such financing ma-
tures,

680 in original.
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(ii) the 90th day after the close of the
compliance period with respect to the
qualified low-income building, or

(iii) the date of its refinancing or the
sale of the building to which such financ-
ing relates.

In the case of a qualified nonprofit organiza-
tion which is not described in section
49(a)(1)(D)(iv)(II) with respect to a building,
clause (ii) of this subparagraph shall be ap-
plied as if the date described therein were
the 90th day after the earlier of the date the
building ceases to be a qualified low-income
building or the date which is 15 years after
the close of a compliance period with respect
thereto.

(3) Present value of financing

If the rate of interest on any financing de-
scribed in paragraph (2)(A) is less than the
rate which is 1 percentage point below the ap-
plicable Federal rate as of the time such fi-
nancing is incurred, then the qualified basis
(to which such financing relates) of the quali-
fied low-income building shall be the present
value of the amount of such financing, using
as the discount rate such applicable Federal
rate. For purposes of the preceding sentence,
the rate of interest on any financing shall be
determined by treating interest to the extent
of government subsidies as not payable.

(4) Failure to fully repay
(A) In general

To the extent that the requirements of
paragraph (2)(D) are not met, then the tax-
payer’s tax under this chapter for the tax-
able year in which such failure occurs shall
be increased by an amount equal to the ap-
plicable portion of the credit under this sec-
tion with respect to such building, increased
by an amount of interest for the period—

(i) beginning with the due date for the
filing of the return of tax imposed by chap-
ter 1 for the 1st taxable year for which
such credit was allowable, and

(ii) ending with the due date for the tax-
able year in which such failure occurs,

determined by using the underpayment rate
and method under section 6621.

(B) Applicable portion

For purposes of subparagraph (A), the term
‘“‘applicable portion” means the aggregate
decrease in the credits allowed to a taxpayer
under section 38 for all prior taxable years
which would have resulted if the eligible
basis of the building were reduced by the
amount of financing which does not meet re-
quirements of paragraph (2)(D).

(C) Certain rules to apply

Rules similar to the rules of subparagraphs
(A) and (D) of subsection (j)(4) shall apply for
purposes of this subsection.

(1) Certifications and other reports to Secretary

(1) Certification with respect to 1st year of
credit period

Following the close of the 1st taxable year
in the credit period with respect to any quali-
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fied low-income building, the taxpayer shall
certify to the Secretary (at such time and in
such form and in such manner as the Sec-
retary prescribes)—

(A) the taxable year, and calendar year, in
which such building was placed in service,

(B) the adjusted basis and eligible basis of
such building as of the close of the 1st year
of the credit period,

(C) the maximum applicable percentage
and qualified basis permitted to be taken
into account by the appropriate housing
credit agency under subsection (h),

(D) the election made under subsection (g)
with respect to the qualified low-income
housing project of which such building is a
part, and

(BE) such other information as the Sec-
retary may require.

In the case of a failure to make the certifi-
cation required by the preceding sentence on
the date prescribed therefor, unless it is shown
that such failure is due to reasonable cause
and not to willful neglect, no credit shall be
allowable by reason of subsection (a) with re-
spect to such building for any taxable year
ending before such certification is made.

(2) Annual reports to the Secretary

The Secretary may require taxpayers to sub-
mit an information return (at such time and
in such form and manner as the Secretary pre-
scribes) for each taxable year setting forth—

(A) the qualified basis for the taxable year
of each qualified low-income building of the
taxpayer,

(B) the information described in paragraph

(1)(C) for the taxable year, and

(C) such other information as the Sec-
retary may require.

The penalty under section 6652(j) shall apply
to any failure to submit the return required by
the Secretary under the preceding sentence on
the date prescribed therefor.
(3) Annual reports from housing credit agen-
cies
Each agency which allocates any housing
credit amount to any building for any cal-
endar year shall submit to the Secretary (at
such time and in such manner as the Sec-
retary shall prescribe) an annual report speci-
fying—

(A) the amount of housing credit amount
allocated to each building for such year,

(B) sufficient information to identify each
such building and the taxpayer with respect
thereto, and

(C) such other information as the Sec-
retary may require.

The penalty under section 6652(j) shall apply
to any failure to submit the report required by
the preceding sentence on the date prescribed
therefor.

(m) Responsibilities of housing credit agencies
(1) Plans for allocation of credit among

projects
(A) In general

Notwithstanding any other provision of

this section, the housing credit dollar
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amount with respect to any building shall be
zero unless—

(i) such amount was allocated pursuant
to a qualified allocation plan of the hous-
ing credit agency which is approved by the
governmental unit (in accordance with
rules similar to the rules of section
147(f)(2) (other than subparagraph (B)(ii)
thereof)) of which such agency is a part,
and

(ii) such agency notifies the chief execu-
tive officer (or the equivalent) of the local
jurisdiction within which the building is
located of such project and provides such
individual a reasonable opportunity to
comment on the project.

(B) Qualified allocation plan

For purposes of this paragraph, the term
“‘qualified allocation plan’” means any
plan—

(i) which sets forth selection criteria to
be used to determine housing priorities of
the housing credit agency which are appro-
priate to local conditions,

(ii) which also gives preference in allo-
cating housing credit dollar amounts
among selected projects to—

(I) projects serving the lowest income
tenants, and

(IT) projects obligated to serve quali-
fied tenants for the longest periods, and

(iii) which provides a procedure that the
agency (or an agent or other private con-
tractor of such agency) will follow in mon-
itoring for noncompliance with the provi-
sions of this section and in notifying the
Internal Revenue Service of such non-
compliance which such agency becomes
aware of.

(C) Certain selection criteria must be used

The selection criteria set forth in a quali-
fied allocation plan must include
(i) project location,
(ii) housing needs characteristics,
(iii) project characteristics,
(iv) sponsor characteristics,
(v) participation of local tax-exempt or-
ganizations,
(vi) tenant populations with special
housing needs, and
(vii) public housing waiting lists.
(D) Application to bond financed projects

Subsection (h)(4) shall not apply to any
project unless the project satisfies the re-
quirements for allocation of a housing credit
dollar amount under the qualified allocation
plan applicable to the area in which the
project is located.

(2) Credit allocated to building not to exceed
amount necessary to assure project fea-
sibility

(A) In general

The housing credit dollar amount allo-
cated to a project shall not exceed the
amount the housing credit agency deter-
mines is necessary for the financial feasibil-
ity of the project and its viability as a quali-
fied low-income housing project throughout
the credit period.
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(B) Agency evaluation

In making the determination under sub-
paragraph (A), the housing credit agency
shall consider—

(i) the sources and uses of funds and the
total financing planned for the project,

(ii) any proceeds or receipts expected to
be generated by reason of tax benefits,

(iii) the percentage of the housing credit
dollar amount used for project costs other
than the cost of intermediaries, and

(iv) the reasonableness of the develop-
mental and operational costs of the
project.

Clause (iii) shall not be applied so as to im-
pede the development of projects in hard-to-
develop areas. Such a determination shall
not be construed to be a representation or
warranty as to the feasibility or viability of
the project.
(C) Determination made when credit amount
applied for and when building placed in
service

(i) In general

A determination under subparagraph (A)
shall be made as of each of the following
times:

(I) The application for the housing
credit dollar amount.

(IT) The allocation of the housing cred-
it dollar amount.

(ITIT) The date the building is placed in

service.
(ii) Certification as to amount of other sub-

sidies
Prior to each determination under

clause (i), the taxpayer shall certify to the
housing credit agency the full extent of all
Federal, State, and local subsidies which
apply (or which the taxpayer expects to
apply) with respect to the building.

(D) Application to bond financed projects

Subsection (h)(4) shall not apply to any
project unless the governmental unit which
issued the bonds (or on behalf of which the
bonds were issued) makes a determination
under rules similar to the rules of subpara-
graphs (A) and (B).

(n) Regulations

The Secretary shall prescribe such regulations
as may be necessary or appropriate to carry out
the purposes of this section, including regula-
tions—

(1) dealing with—

(A) projects which include more than 1
building or only a portion of a building,

(B) buildings which are placed in service in
portions,

(2) providing for the application of this sec-
tion to short taxable years,

(3) preventing the avoidance of the rules of
this section, and

(4) providing the opportunity for housing
credit agencies to correct administrative er-
rors and omissions with respect to allocations
and record keeping within a reasonable period
after their discovery, taking into account the
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availability of regulations and other adminis-
trative guidance from the Secretary.

(Added Pub. L. 99-514, title II, §252(a), Oct. 22,
1986, 100 Stat. 2189; amended Pub. L. 99-509, title
VIII, §8072(a), Oct. 21, 1986, 100 Stat. 1964; Pub. L.
100-647, title I, §§1002(1)(1)-(25), (32), 1007(g)(3)(B),
title IV, §§4003(a), (b)(1), (3), 4004(a), Nov. 10, 1988,
102 Stat. 3373-3381, 3435, 3643, 3644; Pub. L.
101-239, title VII, §§7108(a)(1), (b)—(e)(2), (H—(m),
(n)(2)—(a), 7811(a), 7831(c), 7841(d)(13)-(15), Dec. 19,
1989, 103 Stat. 2306-2321, 2406, 2426, 2429; Pub. L.

101-508, title XI, §§11407(a)(1), (D)(D)—-(9),
11701(a)(1)-(3)(A), (D, (B)(A), (6)-(10), 11812(b)(3),
11813(b)(3), Nov. 5, 1990, 104 Stat. 1388474,

1388-475, 1388-505 to 1388-507, 1388-535, 1388-551;
Pub. L. 102-227, title I, §107(a), Dec. 11, 1991, 105
Stat. 1687, Pub. L. 103-66, title XIII, §13142(a)(1),
(b)(1)—-(5), Aug. 10, 1993, 107 Stat. 437-439; Pub. L.
104-188, title I, §1704(t)(563), (64), Aug. 20, 1996, 110
Stat. 1890.)

REFERENCES IN TEXT

Section 8 of the United States Housing Act of 1937, re-
ferred to in subsecs. (¢)(2), (A)(®6)(B){), (2)(2)(B), and
(h)(6)(B)(iv), is classified to section 1437f of Title 42, The
Public Health and Welfare. Section 8(e)(2) of the Act
was repealed by Pub. L. 101-625, title II, §289(b)(1), Nov.
28, 1990, 104 Stat. 4128, effective Oct. 1, 1991, but to re-
main in effect with respect to single room occupancy
dwellings as authorized by subchapter IV (§11361 et
seq.) of chapter 119 of Title 42. See section 12839(b) of
Title 42.

The Stewart B. McKinney Homeless Assistance Act,
referred to in subsec. (¢)(2), is Pub. L. 100-77, July 22,
1987, 101 Stat. 482, as amended, which is classified prin-
cipally to chapter 119 (§11301 et seq.) of Title 42. For
complete classification of this Act to the Code, see
Short Title note set out under section 11301 of Title 42
and Tables.

The date of the enactment of this sentence, referred
to in subsec. (¢)(2), is the date of the enactment of Pub.
L. 101-508, which was approved Nov. 5, 1990.

Section 201(a) of the Tax Reform Act of 1986, referred
to in subsec. (¢)(2)(B), is section 201(a) of Pub. L. 99-514,
which amended section 168 of this title generally.

The date of the enactment of the Tax Reform Act of
1986, referred to in subsec. (d)(2)(D)({1)(), (6)(B), is the
date of enactment of Pub. L. 99-514, which was approved
Oct. 22, 1986.

The date of the enactment of the Revenue Reconcili-
ation Act of 1990, referred to in subsec. (d)(2)(D)@{E)(D),
(5)(B), is the date of the enactment of Pub. L. 101-508,
which was approved Nov. 5, 1990.

Sections 221(d)(3) and 236 of the National Housing
Act, referred to in subsec. (d)(6)(B)(ii), are classified to
sections 17151(d)(3) and 1715z-1, respectively, of Title 12,
Banks and Banking.

Sections 515 and 502(c) of the Housing Act of 1949, re-
ferred to in subsecs. (d)(6)(B)(ii), (C)(1) and (g)(2)(B)(iv),
are classified to sections 1485 and 1472(c), respectively,
of Title 42, The Public Health and Welfare.

The Emergency Low Income Housing Preservation
Act of 1987, referred to in subsec. (d)(6)(C)(i), now the
Low-Income Housing Preservation and Resident Home-
ownership Act of 1990, is title II of Pub. L. 100-242, Feb.
5, 1988, 101 Stat. 1877, as amended. Subtitle B of title II,
which was formerly set out as a note under section 17151
of Title 12, Banks and Banking, and which amended
section 1715z—6 of Title 12, was amended generally by
Pub. L. 101-625 and is classified to chapter 42 (§4101 et
seq.) of Title 12. For complete classification of this Act
to the Code, see Short Title note set out under section
4101 of Title 12 and Tables.

Section 3 of the Federal Deposit Insurance Act, re-
ferred to in subsec. (d)(6)(D), is classified to section 1813
of Title 12.

The date of the enactment of this subparagraph, re-
ferred to in subsec. (2)(2)(E), is the date of enactment
of Pub. L. 100-647, which was approved Nov. 10, 1988.
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Sections 106, 107, and 108 of the Housing and Commu-
nity Development Act of 1974 (as in effect on the date
of the enactment of this sentence), referred to in sub-
sec. (1)(2)(D), are classified to sections 5306, 5307, and
5308 of Title 42, The Public Health and Welfare, as in ef-
fect on the date of enactment of Pub. L. 101-239, which
was approved Dec. 19, 1989.

The HOME Investment Partnerships Act (as in effect
on the date of the enactment of this subparagraph), re-
ferred to in subsec. (i)(2)(E)(i), is title II of Pub. L.
101-625, Nov. 28, 1990, 104 Stat. 4094, as in effect on the
date of enactment of Pub. L. 103-66, which was approved
Aug. 10, 1993. Title II of Pub. L. 101-625 is classified
principally to subchapter II (§12721 et seq.) of chapter
130 of Title 42. For complete classification of this Act
to the Code, see Short Title note set out under section
12701 of Title 42 and Tables.

The date of the enactment of this clause, referred to
in subsec. (1)(3)(B)(iii)(I), is date of enactment of Pub.
L. 101-239, which was approved Dec. 19, 1989.

The Social Security Act, referred to in subsec.
HBG)D)EXD), is act Aug. 14, 1935, ch. 531, 49 Stat. 620, as
amended. Title IV of the Act is classified generally to
subchapter IV (§601 et seq.) of chapter 7 of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see section 1305 of Title 42 and
Tables.

The Job Training Partnership Act, referred to in sub-
sec. (HB)(D)(I)AD), is Pub. L. 97-300, Oct. 13, 1982, 96
Stat. 1322, which is classified generally to chapter 19
(§1501 et seq.) of Title 29, Labor. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 1501 of Title 29 and Tables.

PRIOR PROVISIONS

A prior section 42, added Pub. L. 94-12, title II,
§203(a), Mar. 29, 1975, 89 Stat. 29; amended Pub. L.
94-164, §3(a)(1), Dec. 23, 1975, 89 Stat. 972; Pub. L. 94-455,
title IV, §401(a)(2)(A), (B), title V, §503(b)(4), title XIX,
§1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1555, 1562, 1834; Pub.
L. 95-30, title I, §101(c), May 23, 1977, 91 Stat. 132, which
related to general tax credit allowed to individuals in
an amount equal to the greater of (1) 2% of taxable in-
come not exceeding $9,000 or (2) $35 multiplied by each
exemption the taxpayer was entitled to, expired Dec.
31, 1978, pursuant to the terms of: (1) Pub. L. 94-12,
§209(a) as amended by Pub. L. 94-164, §2(e), set out as
an Effective and Termination Dates of 1975 Amendment
note under section 56 of this title; (2) Pub. L. 94-164,
§3(b), as amended by Pub. L. 94-455, §401(a)(1) and Pub.
L. 95-30, §103(a); and (3) Pub. L. 94-455, §401(e), as
amended by Pub. L. 95-30, §103(c) and Pub. L. 95-600,
title I, §103(b), Nov. 6, 1978, 92 Stat. 2771, set out as an
Effective and Termination Dates of 1976 Amendment
note under section 32 of this title.

Another prior section 42 was renumbered section 35 of
this title.

AMENDMENTS

1996—Subsec. (c)(2). Pub. L. 104-188, §1704(t)(64),
struck out ‘“‘of 1988 after ‘‘Homeless Assistance Act’.

Subsec. (d)(5)(B). Pub. L. 104-188, §1704(t)(53), provided
that section 11812(b)(3) of Pub. L. 101-508 shall be ap-
plied by not executing the amendment therein to the
heading of subsec. (d)(5)(B) of this section. See 1990
Amendment note below.

1993—Subsec. (g)(8). Pub. L. 103-66, §13142(b)(3), added
par. (8).

Subsec. (h)(6)B)({iv) to (vi). Pub. L. 103-66,
§13142(b)(4), added cl. (iv) and redesignated former cls.
(iv) and (v) as (v) and (vi), respectively.

Subsec. (1)(2)(E). Pub. L. 103-66, §13142(b)(5), added
subpar. (E).

Subsec. (1)(3)(D). Pub. L. 103-66, §13142(b)(2), amended
heading and text of subpar. (D) generally. Prior to
amendment, text read as follows: ‘A unit shall not fail
to be treated as a low-income unit merely because it is
occupied by an individual who is—

‘(i) a student and receiving assistance under title

IV of the Social Security Act, or
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‘“(ii) enrolled in a job training program receiving
assistance under the Job Training Partnership Act or
under other similar Federal, State, or local laws.”
Subsec. (M)(2)(B)(iv). Pub. L. 103-66, §13142(b)(1),

added cl. (iv).

Subsec. (0). Pub. L. 103-66, §13142(a)(1), struck out
subsec. (0) which provided that subsec. (h)(3)(C){)
would not apply to any amount allocated after June 30,
1992, and that subsec. (h)(4) would not apply to any
building placed in service after June 30, 1992, with an
exception for bond-financed buildings in progress.

1991—Subsec. (0)(1). Pub. L. 102227, §107(a)(1), struck
out *“, for any calendar year after 1991 after ‘‘para-
graph (2)” in introductory provisions, inserted ‘‘to any
amount allocated after June 30, 1992’ before comma at
end of subpar. (A), and substituted ‘‘June 30, 1992 for
€1991”’ in subpar. (B).

Subsec. (0)(2). Pub. L. 102-227, §107(a)(2), substituted
“July 1, 1992 for *‘1992”’ in introductory provisions and
subpar. (A), “June 30, 1992 for ‘‘December 31, 1991’ and
“June 30, 1994 for ‘‘December 31, 1993’ in subpar. (B),
and ‘“‘July 1, 1994 for ‘‘January 1, 1994 in subpar. (C).

1990—Subsec. (b)(1). Pub. L. 101-508, §11701(a)(1)(B),
struck out at end ‘‘A building shall not be treated as
described in subparagraph (B) if, at any time during the
credit period, moderate rehabilitation assistance is
provided with respect to such building under section
8(e)(2) of the United States Housing Act of 1937.”

Subsec. (¢)(2). Pub. L. 101-508, §11701(a)(1)(A), inserted
at end ‘“‘Such term does not include any building with
respect to which moderate rehabilitation assistance is
provided, at any time during the compliance period,
under section 8(e)(2) of the United States Housing Act
of 1937.”

Pub. L. 101-508, §11407(b)(5)(A), inserted before period
at end of last sentence ‘‘(other than assistance under
the Stewart B. McKinney Homeless Assistance Act of
1988 (as in effect on the date of the enactment of this
sentence))”’.

Subsec. (A)(2)(D)(A)(I). Pub. L. 101-508, §11812(b)(3), in-
serted ‘‘(as in effect on the day before the date of the
enactment of the Revenue Reconciliation Act of 1990)”’
after ‘‘section 167(k).”

Subsec. (A)(2)(D)(A1)(V). Pub. L. 101-508, §11407(b)(8),
added subcl. (V).

Subsec. (A)(5)(B). Pub. L. 101-508, §11812(b)(3), which
directed the insertion of ‘‘(as in effect on the day before
the date of the enactment of the Revenue Reconcili-
ation Act of 1990)” after ‘‘section 167(k)”’, was executed
to the text, and not the heading, of subpar. (B). See 1996
Amendment note above.

Subsec. (d)(5)(C)(ii)(I). Pub. L. 101-508, §11407(b)(4), in-
serted at end ‘‘If the Secretary of Housing and Urban
Development determines that sufficient data for any
period are not available to apply this clause on the
basis of census tracts, such Secretary shall apply this
clause for such period on the basis of enumeration dis-
tricts.”

Pub. L. 101-508, §11701(a)(2)(B), inserted before period
at end ‘‘for such year”.

Pub. L. 101-508, §11701(a)(2)(A), which directed the in-
sertion of ‘“‘which is designated by the Secretary of
Housing and Urban Development and, for the most re-
cent year for which census data are available on house-
hold income in such tract,” after ‘‘census tract’, was
executed by making the insertion after ‘‘any census
tract’ to reflect the probable intent of Congress.

Subsec. (g)(2)(B)(iv). Pub. L. 101-508, §11407(b)(3),
added cl. (iv).

Subsec. (2)(2)(D)(1). Pub. L. 101-508, §11701(a)(3)(A), in-
serted before period at end ‘‘and such unit continues to
be rent-restricted’.

Subsec. (g)(2)(D)(ii). Pub. L. 101-508, §11701(a)(4), in-
serted at end “‘In the case of a project described in sec-
tion 142(d)(4)(B), the preceding sentence shall be applied
by substituting ‘170 percent’ for ‘140 percent’ and by
substituting ‘any low-income unit in the building is oc-
cupied by a new resident whose income exceeds 40 per-
cent of area median gross income’ for ‘any residential
unit in the building (of a size comparable to, or smaller
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than, such unit) is occupied by a new resident whose in-
come exceeds such income limitation’.”

Subsec. (2)(3)(A). Pub. L. 101-508, §11701(a)(5)(A), sub-
stituted ‘‘the 1st year of the credit period for such
building”’ for ‘‘the 12-month period beginning on the
date the building is placed in service’’.

Subsec. (h)(3)(C). Pub. L. 101-508, §11701(a)(6)(A), sub-
stituted ‘‘the sum of the amounts described in clauses
(i) and (iii)”’ for ‘‘the amount described in clause (i)’ in
second sentence.

Subsec. (h)(3)(D)(i1)II). Pub. L. 101-508,
§11701(a)(6)(B), substituted ‘‘the sum of the amounts de-
scribed in clauses (i) and (iii)”’ for ‘‘the amount de-
scribed in clause (i)”’.

Subsec. (h)(5)(B). Pub. L. 101-508, §11407(b)(9)(A), in-
serted ‘‘own an interest in the project (directly or
through a partnership) and” after ‘‘nonprofit organiza-
tion is to”.

Subsec. (h)B)C)({i) to (iii). Pub. L. 101-508,
§11407(b)(9)(B), added cl. (ii) and redesignated former cl.
(ii) as (iii).

Subsec. (h)(5)(D)(i). Pub. L. 101-508, §11407(b)(9)(C), in-
serted ‘‘ownership and’” before ‘‘material participa-
tion”.

Subsec. (h)(6)(B)(1). Pub. L. 101-508, §11701(a)(7)(A), in-
serted before comma at end ‘‘and which prohibits the
actions described in subclauses (I) and (II) of subpara-
graph (E)(ii)”.

Subsec. (h)(6)(B)(ii). Pub. L. 101-508, §11701(a)(7)(B),
substituted ‘‘requirement and prohibitions’ for ‘‘re-
quirement’’.

Subsec. (h)(6)(B)(iii) to (v). Pub. L. 101-508,
§11701(a)(8)(A), added cl. (iii) and redesignated former
cls. (iii) and (iv) as (iv) and (v), respectively.

Subsec. (h)(6)(E)(1)(T). Pub. L. 101-508, §11701(a)(9), in-
serted before comma ‘‘unless the Secretary determines
that such acquisition is part of an arrangement with
the taxpayer a purpose of which is to terminate such
period”’.

Subsec. (h)(6)(E)(ii)(II). Pub. L. 101-508, §11701(a)(8)(C),
inserted before period at end ‘‘not otherwise permitted
under this section”.

Subsec. (h)(6)(F). Pub. L. 101-508, §11701(a)(8)(D), in-
serted ‘‘the nonlow-income portion of the building for
fair market value and’’ before ‘‘the low-income por-
tion” in introductory provisions.

Subsec. (h)(6)(J) to (L). Pub. L. 101-508, §11701(a)(8)(B),
redesignated subpars. (K) and (L) as (J) and (K), respec-
tively, and struck out former subpar. (J) which related
to sales of less than the low-income portions of a build-
ing.

Subsec. (1)(3)(D). Pub. L. 101-508, §11407(b)(6), sub-
stituted ‘‘Certain students’” for ‘‘Students in govern-
ment-supported job training programs’ in heading and
amended text generally. Prior to amendment, text read
as follows: ‘A unit shall not fail to be treated as a low-
income unit merely because it is occupied by an indi-
vidual who is enrolled in a job training program receiv-
ing assistance under the Job Training Partnership Act
or under other similar Federal, State, or local laws.”

Subsec. (1)(7). Pub. L. 101-508, §11701(a)(10), redesig-
nated par. (8) as (7).

Subsec. (1)(7)(A). Pub. L. 101-508, §11407(b)(1), sub-
stituted ‘‘the tenants (in cooperative form or other-
wise) or resident management corporation of such
building or by a qualified nonprofit organization (as de-
fined in subsection (h)(5)(C)) or government agency’’ for
‘‘the tenants of such building”’.

Subsec. (1)(8). Pub. L. 101-508, §11701(a)(10), redesig-
nated par. (8) as (7).

Subsec. (k)(1). Pub. L. 101-508, §11813(b)(3)(A), sub-

stituted “49(a)(1)” for ¢46(c)(8)”, 49(a)(2)” for
“46(c)(9)”, and ““49(b)(1)”’ for ““47(d)(1)”’.

Subsec. (k)(2)(A)(i1), (D). Pub. L. 101-508,
§11813(b)(3)(B), substituted “49(a)(1)(D)(iv)AI)”’" for
46(c)(8)(D)(Av)(ID)”.

Subsec. (m)(1)(B)(ii) to (@{dv). Pub. L. 101-508,

§11407(b)(7)(B), redesignated cls. (iii) and (iv) as (ii) and
(iii), respectively, and struck out former cl. (ii) which
read as follows: ‘“‘which gives the highest priority to
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those projects as to which the highest percentage of the
housing credit dollar amount is to be used for project
costs other than the cost of intermediaries unless
granting such priority would impede the development
of projects in hard-to-develop areas,”’.

Pub. L. 101-508, §11407(b)(2), amended cl. (iv) gener-
ally. Prior to amendment, cl. (iv) read as follows:
“which provides a procedure that the agency will fol-
low in notifying the Internal Revenue Service of non-
compliance with the provisions of this section which
such agency becomes aware of.”’

Subsec. (m)(2)(B). Pub. L. 101-508, §11407(b)(7)(A),
added cl. (iii) and inserted provision that cl. (iii) not be
applied so as to impede the development of projects in
hard-to-develop areas.

Subsec. (0)(1). Pub. L. 101-508, §11407(a)(1)(A), sub-
stituted ¢“1991” for ‘1990’ wherever appearing.

Subsec. (0)(2). Pub. L. 101-508, §11407(a)(1)(B), added
par. (2) and struck out former par. (2) which read as fol-
lows: “For purposes of paragraph (1)(B), a building shall
be treated as placed in service before 1990 if—

““(A) the bonds with respect to such building are is-
sued before 1990,

“(B) such building is constructed, reconstructed, or
rehabilitated by the taxpayer,

“(C) more than 10 percent of the reasonably antici-
pated cost of such construction, reconstruction, or
rehabilitation has been incurred as of January 1, 1990,
and some of such cost is incurred on or after such
date, and

‘(D) such building is placed in service before Janu-
ary 1, 1992.”
1989—Subsec. (b)(1). Pub. L. 101-239, §7108(h)(5), in-

serted at end ‘‘A building shall not be treated as de-
scribed in subparagraph (B) if, at any time during the
credit period, moderate rehabilitation assistance is
provided with respect to such building under section
8(e)(2) of the United States Housing Act of 1937.”

Subsec. (b)(3)(C). Pub. L. 101-239, §7108(c)(2), which di-
rected amendment of subpar. (C) by substituting ‘‘sub-
section (h)(7)” for ‘‘subsection (h)(6))”’, was executed by
substituting ‘‘subsection (h)(7)” for ‘‘subsection (h)(6)’,
as the probable intent of Congress.

Subsec. (c)(1)(E). Pub. L. 101-239, §7108(i)(2), added
subpar. (E).

Subsec. (d)(1). Pub. L. 101-239, §7108(1)(1), inserted ‘‘as
of the close of the 1st taxable year of the credit period”’
before period at end.

Subsec. (d)(2)(A). Pub. L. 101-239, §7108(1)(2), sub-
stituted ‘‘subparagraph (B), its adjusted basis as of the
close of the 1st taxable year of the credit period, and”
for ‘‘subparagraph (B), the sum of—

“(I) the portion of its adjusted basis attributable to
its acquisition cost, plus

“(II) amounts chargeable to capital account and in-
curred by the taxpayer (before the close of the 1st
taxable year of the credit period for such building) for
property (or additions or improvements to property)
of a character subject to the allowance for deprecia-
tion, and”.

Subsec. (d)(2)(B)(iv). Pub. L. 101-239, §7108(d)(1), added
cl. (iv).

Subsec. (d)(2)(C). Pub. L. 101-239, §7108(1)(3)(A), sub-
stituted ‘‘Adjusted basis’ for ‘‘Acquisition cost’ in
heading and ‘“‘adjusted basis” for ‘‘cost’ in text.

Subsec. (d)(5). Pub. L. 101-239, §7108(1)(3)(B), sub-
stituted ‘‘Special rules for determining eligible basis’
for ‘‘Eligible basis determined when building placed in
service’ in heading.

Subsec. (d)(5)(A). Pub. L. 101-239, §7108(1)(3)(B), redes-
ignated subpar. (B) as (A) and struck out former sub-
par. (A) which read as follows: ‘‘Except as provided in
subparagraphs (B) and (C), the eligible basis of any
building for the entire compliance period for such
building shall be its eligible basis on the date such
building is placed in service (increased, in the case of
an existing building which meets the requirements of
paragraph (2)(B), by the amounts described in para-
graph (2)(A)(1)(ID)).”

Subsec. (A)(5)(B). Pub. L. 101-239, §7108(1)(3)(B), redes-
ignated subpar. (C) as (B). Former subpar. (B) redesig-
nated (A).
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Subsec. (d)(56)(C). Pub. L. 101-239, §7108(1)(3)(B), redes-
ignated subpar. (D) as (C). Former subpar. (C) redesig-
nated (B).

Pub. L. 101-239, §7811(a)(1), inserted ‘‘section’ before
¢167(k)” in heading.

Subsec. (d)(6)(D). Pub. L. 101-239, §7108(1)(3)(B), redes-
ignated subpar. (D) as (C).

Pub. L. 101-239, §7108(g), added subpar. (D).

Subsec. (A)(6)(A)({). Pub. L. 101-239, §7841(d)(13), sub-
stituted ‘“‘Farmers Home Administration’ for ‘“‘Farm-
ers’ Home Administration’.

Subsec. (d)(6)(C) to (E). Pub. L. 101-239, §7108(f), added
subpars. (C) and (D) and redesignated former subpar. (C)
as (E).

Subsec. (A)(T)(A). Pub. L. 101-239, §7831(c)(6), inserted
“‘(or interest therein)”’ after ‘‘subparagraph (B)” in in-
troductory provisions.

Subsec. (A)(T)(A)(i). Pub. L. 101-239, §7841(d)(14), sub-
stituted ‘‘under subsection (a)”’ for ‘‘under sebsection
@),

Subsec. (e)(2)(A). Pub. L. 101-239, §7841(d)(15), sub-
stituted ‘‘to capital account” for ‘‘to captial account’.

Subsec. (e)(3). Pub. L. 101-239, §7108(d)(3), substituted
“Minimum expenditures to qualify’’ for ‘‘Average of re-
habilitation expenditures must be $2,000 or more’ in
heading, added subpars. (A) and (B), redesignated
former subpar. (B) as (C), and struck out former subpar.
(A) which read as follows: ‘“‘Paragraph (1) shall apply to
rehabilitation expenditures with respect to any build-
ing only if the qualified basis attributable to such ex-
penditures incurred during any 24-month period, when
divided by the low-income units in the building, is
$2,000 or more.”

Subsec. (e)(5). Pub. L. 101-239, §7108()(3)(C), sub-
stituted ‘‘subsection (d)(2)(A)(i)” for ‘‘subsection
(D@)(AD D).

Subsec. (f)(4). Pub. L. 101-239, §7831(c)(4), added par.
4.

Subsec. (f)(5). Pub. L. 101-239, §7108(d)(2), added par.
().

Subsec. (2)(2)(A). Pub. L. 101-239, §7108(e)(2), inserted
at end ‘“‘For purposes of the preceding sentence, the
amount of the income limitation under paragraph (1)
applicable for any period shall not be less than such
limitation applicable for the earliest period the build-
ing (which contains the unit) was included in the deter-
mination of whether the project is a qualified low-in-
come housing project.”

Pub. L. 101-239, §7108(e)(1)(B), substituted ‘‘the im-
puted income limitation applicable to such unit’’ for
‘“‘the income limitation under paragraph (1) applicable
to individuals occupying such unit’.

Subsec. (2)(2)(B). Pub. L. 101-239, §7108(h)(2), added cl.
(iii) and concluding provisions which defined ‘‘support-
ive service”’.

Subsec. (2)(2)(C) to (E). Pub. L. 101-239, §7108(e)(1)(A),
added subpars. (C) and (D) and redesignated former sub-
par. (C) as (E).

Subsec. (g)(3)(D). Pub. L. 101-239, §7108(m)(3), added
subpar. (D).

Subsec. (g)(4). Pub. L. 101-239, §7108(n)(2), struck out
“(other than section 142(d)(4)(B)(iii))”’ after ‘‘in apply-
ing such provisions”.

Subsec. (g)(7). Pub. L. 101-239, §7108(h)(3), added par.
(.

Subsec. (h)(1)(B). Pub. L. 101-239, §7108(m)(2),
stituted ‘“(E), or (F)”’ for ‘“‘or (E)”.

Subsec. (h)(1)(F). Pub. L. 101-239, §7108(m)(1), added
subpar. (F).

Subsec. (h)(3)(C) to (G). Pub. L. 101-239, §7108(b)(1),
added subpars. (C) and (D), redesignated former sub-
pars. (D) to (F) as (E) to (G), respectively, and struck
out former subpar. (C) which read as follows: ‘““The
State housing credit ceiling applicable to any State for
any calendar year shall be an amount equal to $1.25
multiplied by the State population.”

Subsec. (h)(4)(B). Pub. L. 101-239, §7108(j), substituted
50 percent’” for ‘70 percent’’ in heading and in text.

Subsec. (h)(5)(D)(i). Pub. L. 101-239, §7811(a)(2), sub-
stituted ‘‘clause (i)’ for ‘‘clause (ii)”’.

sub-
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Subsec. (h)(5)(E). Pub. L. 101-239, §7108(b)(2)(A), sub-
stituted ‘‘subparagraph (F)’’ for ‘‘subparagraph (E)’.

Subsec. (h)(6). Pub. L. 101-239, §7108(c)(1), added par.
(6). Former par. (6) redesignated (7).

Subsec. (h)(6)(B) to (E). Pub. L. 101-239, §7108(b)(2)(B),
redesignated subpars. (C) to (E) as (B) to (D), respec-
tively, and struck out former subpar. (B) which pro-
vided that the housing credit dollar amount could not
be carried over to any other calendar year.

Subsec. (h)(7), (8). Pub. L. 101-239, §7108(c)(1), redesig-
nated pars. (6) and (7) as (7) and (8), respectively.

Subsec. (i)(2)(D). Pub. L. 101-239, §7108(k), inserted at
end ‘“‘Such term shall not include any loan which would
be a below market Federal loan solely by reason of as-
sistance provided under section 106, 107, or 108 of the
Housing and Community Development Act of 1974 (as in
effect on the date of the enactment of this sentence).”’

Subsec. (1)(3)(B). Pub. L. 101-239, §7108(i)(1), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘A unit shall not be treated as a low-
income unit unless the unit is suitable for occupancy
(as determined under regulations prescribed by the Sec-
retary taking into account local health, safety, and
building codes) and used other than on a transient
basis. For purposes of the preceding sentence, a single-
room occupancy unit shall not be treated as used on a
transient basis merely because it is rented on a month-
by-month basis.”

Pub. L. 101-239, §7831(c)(1), inserted ‘‘(as determined
under regulations prescribed by the Secretary taking
into account local health, safety, and building codes)”’
after ‘‘suitable for occupancy’’.

Pub. L. 101-239, §7108(h)(1), inserted at end ‘‘For pur-
poses of the preceding sentence, a single-room occu-
pancy unit shall not be treated as used on a transient
basis merely because it is rented on a month-by-month
basis.”

Subsec. (1)(3)(D). Pub. L. 101-239, §7831(c)(2), added

subpar. (D).

Subsec. (1)(3)(E). Pub. L. 101-239, §7108(h)(4), added
subpar. (E).

Subsec. (i)(6). Pub. L. 101-239, §7831(c)(3), added par.
(6).

Subsec. (1)(8). Pub. L. 101-239, §7108(q), added par. (8).

Subsec. (k)(2)(D). Pub. L. 101-239, §7108(0), added pro-
vision at end relating to the applicability of cl. (ii) to
qualified nonprofit organizations not described in sec-
tion 46(c)(8)(D)(iv)(II) with respect to a building.

Subsec. (I)(1). Pub. L. 101-239, §7108(p), in introduc-
tory provisions, substituted ‘“‘Following” for ‘‘Not later
than the 90th day following” and inserted ‘‘at such
time and’’ before ‘‘in such form”’.

Subsec. (m). Pub. L. 101-239, §7108(0), added subsec.
(m). Former subsec. (m) redesignated (n).

Subsec. (m)(4). Pub. L. 101-239, §7831(c)(5), added par.
4).

Subsec. (n). Pub. L. 101-239, §7108(0), redesignated
subsec. (m) as (n). Former subsec. (n) redesignated (0).

Pub. L. 101-239, §7108(a)(1), amended subsec. (n) gener-
ally. Prior to amendment, subsec. (n) read as follows:
“The State housing credit ceiling under subsection (h)
shall be zero for any calendar year after 1989 and sub-
section (h)(4) shall not apply to any building placed in
service after 1989.”

Subsec. (0). Pub. L. 101-239, §7108(0), redesignated sub-
sec. (n) as (0).

1988—Subsec. (b)(2)(A). Pub. L. 100-647, §1002()(1)(A),
substituted ‘‘for the earlier of—"’ for ‘‘for the month in
which such building is placed in service’ and added cls.
(i) and (ii) and concluding provisions.

Subsec. (b)(2)(C)(@di). Pub. L. 100-647, §1002(1)(1)(B), sub-
stituted ‘‘the month applicable under clause (i) or (ii)
of subparagraph (A)” for ‘‘the month in which the
building was placed in service’’.

Subsec. (b)(3). Pub. L. 100-647, §1002(1)(9)(B), amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘“‘For treatment of certain rehabilitation ex-
penditures as separate new buildings, see subsection
(e).”

Subsec. (c)(2)(A). Pub. L. 100-647, §1002(1)(2)(A),
amended subpar. (A) generally. Prior to amendment,
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subpar. (A) read as follows: ‘“‘which at all times during
the compliance period with respect to such building is
part of a qualified low-income housing project, and”’.

Subsec. (d)(2)(D)(i). Pub. L. 100-647, §1002(1)(3), sub-
stituted ‘‘Special rules for certain transfers’ for ‘‘Spe-
cial rule for nontaxable exchanges’” in heading and
amended text generally. Prior to amendment, text read
as follows: ‘‘For purposes of determining under sub-
paragraph (B)(ii) when a building was last placed in
service, there shall not be taken into account any
placement in service in connection with the acquisition
of the building in a transaction in which the basis of
the building in the hands of the person acquiring it is
determined in whole or in part by reference to the ad-
justed basis of such building in the hands of the person
from whom aquired [sic].”

Subsec. (d)(3). Pub. L. 100-647, §1002(1)(4), amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘““The eligible basis of any building shall be re-
duced by an amount equal to the portion of the ad-
justed basis of the building which is attributable to res-
idential rental units in the building which are not low-
income units and which are above the average quality
standard of the low-income units in the building.”

Subsec. (d)(5)(A). Pub. L. 100-647, §1002(1)(6)(B), sub-
stituted ‘‘subparagraphs (B) and (C)” for ‘‘subparagraph
B)”.

Pub. L. 100-647, §1002(1)(5), inserted ‘‘(increased, in the
case of an existing building which meets the require-
ments of paragraph (2)(B), by the amounts described in
paragraph (2)(A)(1)(I1))”’ before period at end.

Subsec. (d)(5)(C). Pub. L. 100-647, §1002(1)(6)(A), added
subpar. (C).

Subsec. (d)(6)(A)({ii). Pub. L. 100-647, §1002(1)(7),
struck out cl. (iii) which related to other circum-
stances of financial distress.

Subsec. (d)(6)(B)(ii). Pub. L. 100-647, §1002(1)(8), struck
out ‘‘of 1934 after ‘‘Act’.

Subsec. (f)(1). Pub. L. 100-647, §1002(1)(2)(B), sub-
stituted ‘‘beginning with—"’ for ‘‘beginning with” and
subpars. (A) and (B) and concluding provisions for ‘‘the
taxable year in which the building is placed in service
or, at the election of the taxpayer, the succeeding tax-
able year. Such an election, once made, shall be irrev-
ocable.”

Subsec. (£)(3). Pub. L. 100-647, §1002(1)(9)(A), amended
par. (3) generally. Prior to amendment, par. (3) ‘“‘Spe-
cial rule where increase in qualified basis after 1st year
of credit period” read as follows:

‘‘(A) CREDIT INCREASED.—If—

‘(i) as of the close of any taxable year in the com-
pliance period (after the 1st year of the credit period)
the qualified basis of any building exceeds

‘‘(ii) the qualified basis of such building as of the
close of the 1st year of the credit period,

the credit allowable under subsection (a) for the tax-
able year (determined without regard to this para-
graph) shall be increased by an amount equal to the
product of such excess and the percentage equal to 25 of
the applicable percentage for such building.

“(B) 1ST YEAR COMPUTATION APPLIES.—A rule similar
to the rule of paragraph (2)(A) shall apply to the addi-
tional credit allowable by reason of this paragraph for
the 1st year in which such additional credit is allow-
able.”

Subsec. (2)(2)(B)(i). Pub. L. 100-647, §1002(1)(10), struck
out ‘““‘Federal’ after ‘‘comparable’.

Subsec. (2)(2)(C). Pub. L. 100-647, §1002(1)(11), added
subpar. (C).

Subsec. (g)(3). Pub. L. 100-647, §1002(1)(12), amended
par. (3) generally, substituting subpars. (A) to (C) for
former subpars. (A) and (B).

Subsec. (g)(4). Pub. L. 100-647, §1002(1)(13), inserted
‘“; except that, in applying such provisions (other than
section 142(d)(4)(B)(iii)) for such purposes, the term
‘gross rent’ shall have the meaning given such term by
paragraph (2)(B) of this subsection’” before period at
end.

Subsec. (g)(6). Pub. L. 100-647, §1002(1)(32), added par.
(6).
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Subsec. (h)(1). Pub. L. 100-647, §1002(1)(14)(A), amended
par. (1) generally. Prior to amendment, par. (1) read as
follows: ‘“No credit shall be allowed by reason of this
section for any taxable year with respect to any build-
ing in excess of the housing credit dollar amount allo-
cated to such building under this subsection. An alloca-
tion shall be taken into account under the preceding
sentence only if it occurs not later than the earlier of—

‘““(A) the 60th day after the close of the taxable
year, or

‘(B) the close of the calendar year in which such
taxable year ends.”’

Subsec. (h)(1)(B). Pub. L. 100-647, §4003(b)(1),
stituted “(C), (D), or (E)” for ‘“(C) or (D).

Subsec. (h)(1)(E). Pub. L. 100-647, §4003(a), added sub-
par. (E).

Subsec. (h)(4)(A). Pub. L. 100-647, §1002(1)(15), sub-
stituted “‘if—" for ‘‘and which is taken into account
under section 146”° and added cls. (i) and (ii).

Subsec. (h)(5)(D), (E). Pub. L. 100-647, §1002(1)(16),
added subpar. (D) and redesignated former subpar. (D)
as (E).

Subsec. (h)(6)(B)(ii). Pub. L. 100-647, §1002())(14)(B),
struck out cl. (ii) which read as follows:

“(i1) ALLOCATION MAY NOT BE EARLIER THAN YEAR IN
WHICH BUILDING PLACED IN SERVICE.—A housing credit
agency may allocate its housing credit dollar amount
for any calendar year only to buildings placed in serv-
ice before the close of such calendar year.”

Subsec. (h)(6)(D). Pub. L. 100-647, §1002(])(17), amended
subpar. (D) generally. Prior to amendment, subpar. (D)
‘‘Credit allowable determined without regard to aver-
aging convention, etc.” read as follows: ‘‘For purposes
of this subsection, the credit allowable under sub-
section (a) with respect to any building shall be deter-
mined—

‘(i) without regard to paragraphs (2)(A) and (3)(B)
of subsection (f), and

‘(i1) by applying subsection (f)(3)(A) without regard
to ‘the percentage equal to 25 of’.”

Subsec. (h)(6)(E). Pub. L. 100-647, §1002(1)(18), added
subpar. (E).

Subsec. (1)(2)(A). Pub. L. 100-647, §1002(1)(19)(A), in-
serted ‘‘or any prior taxable year’ after ‘‘such taxable
yvear” and substituted ‘‘is or was outstanding” for ‘‘is
outstanding’ and ‘‘are or were used’’ for ‘‘are used’’.

Subsec. (1)(2)(B). Pub. L. 100-647, §1002(1)(19)(B), sub-
stituted ‘‘balance of loan or proceeds of obligations”
for ‘‘outstanding balance of loan’” in heading and
amended text generally. Prior to amendment, text read
as follows: ““‘A loan shall not be taken into account
under subparagraph (A) if the taxpayer elects to ex-
clude an amount equal to the outstanding balance of
such loan from the eligible basis of the building for
purposes of subsection (d).”

Subsec. (1)(2)(C). Pub. L. 100-647, §1002(1)(19)(C), added
subpar. (C). Former subpar. (C) redesignated (D).

Subsec. (1)(2)(D). Pub. L. 100-647, §1002(1)(19)(C), (D),
redesignated former subpar. (C) as (D) and substituted
“‘this paragraph’ for ‘‘subparagraph (A)”.

Subsec. (j)(4)(D). Pub. L. 100-647, §1007(g)(3)(B), sub-
stituted D, or G’ for ‘“‘or D”’.

Subsec. (H(4(F). Pub. L. 100-647, §1002(1)(20), added
subpar. (F).

Subsec. (j)(6)(B). Pub. L. 100-647, §4004(a), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘“This paragraph shall apply to any
partnership—

‘(i) more than Y2 the capital interests, and more
than % the profit interests, in which are owned by a
group of 35 or more partners each of whom is a natu-
ral person or an estate, and

‘(i) which elects the application of this para-
graph.”’

Subsec. (j)(B)(B)@E). Pub. L. 100-647, §1002(1)(21),
amended cl. (i) generally. Prior to amendment, cl. (i)
read as follows: ‘‘which has 35 or more partners each of
whom is a natural person or an estate, and’’.

Subsec. (j)(6). Pub. L. 100-647, §1002(7)(22), inserted
‘‘(or interest therein)”’ after ‘‘disposition of building”’

sub-
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in heading, and in text inserted ‘‘or an interest there-
in” after ‘‘of a building”’.

Subsec. (k)(2)(B). Pub. L. 100-647, §1002(1)(23), inserted
before period at end ¢, except that this subparagraph
shall not apply in the case of a federally assisted build-
ing described in subsection (d)(6)(B) if—" and cls. (i)
and (ii).

Subsec. (). Pub. L. 100-647, §1002(1)(24)(B), substituted
“Certifications and other reports to Secretary’ for
“Certifications to Secretary” in heading.

Subsec. (1)(2), (3). Pub. L. 100-647, §1002(1)(24)(A), added
par. (2) and redesignated former par. (2) as (3).

Subsec. (n). Pub. L. 100-647, §4003(b)(3), amended sub-
sec. (n) generally, substituting a single par. for former
pars. (1) and (2).
Subsec. (n)(1). Pub. L. 100-647, §1002(1)(25), inserted
, and, except for any building described in paragraph
(2)(B), subsection (h)(4) shall not apply to any building
placed in service after 1989 after ‘‘year after 1989°.

1986—Subsec. (k)(1). Pub. L. 99-509 substituted ‘‘sub-
paragraphs (D)(ii)(II) and (D)(iv)(I)”’ for ‘‘subparagraph
D)H)Ev)(I™.

EFFECTIVE DATE OF 1993 AMENDMENT

Section 13142(a)(2) of Pub. L. 103-66 provided that:
“The amendment made by paragraph (1) [amending this
section] shall apply to periods ending after June 30,
1992.”

Section 13142(b)(6) of Pub. L. 103-66, as amended by
Pub. L. 104-188, title I, §1703(b), Aug. 20, 1996, 110 Stat.
1875, provided that:

“(A) IN GENERAL.—Except as provided in subpara-
graphs (B) and (C), the amendments made by this sub-
section [amending this section] shall apply to—

‘(i) determinations under section 42 of the Internal
Revenue Code of 1986 with respect to housing credit
dollar amounts allocated from State housing credit
ceilings after June 30, 1992, or

¢“(ii) buildings placed in service after June 30, 1992,
to the extent paragraph (1) of section 42(h) of such
Code does not apply to any building by reason of
paragraph (4) thereof, but only with respect to bonds
issued after such date.

‘“(B) FULL-TIME STUDENTS, WAIVER AUTHORITY, AND
PROHIBITED DISCRIMINATION.—The amendments made by
paragraphs (2), (3), and (4) [amending this section] shall
take effect on the date of the enactment of this Act
[Aug. 10, 1993].

‘(C) HOME ASSISTANCE.—The amendment made by
paragraph (5) [amending this section] shall apply to pe-
riods after the date of the enactment of this Act.”

“

EFFECTIVE DATE OF 1991 AMENDMENT

Section 107(b) of Pub. L. 102-227 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall apply to calendar years after 1991.”

EFFECTIVE DATE OF 1990 AMENDMENT

Section 11407(a)(3) of Pub. L. 101-508 provided that:
“The amendments made by this subsection [amending
this section and repealing provisions set out below]
shall apply to calendar years after 1989.”

Section 11407(b)(10) of Pub. L. 101-508 provided that:

‘“(A) IN GENERAL.—Except as otherwise provided in
this paragraph, the amendments made by this sub-
section [amending this section] shall apply to—

‘(i) determinations under section 42 of the Internal
Revenue Code of 1986 with respect to housing credit
dollar amounts allocated from State housing credit
ceilings for calendar years after 1990, or

¢“(ii) buildings placed in service after December 31,
1990, to the extent paragraph (1) of section 42(h) of
such Code does not apply to any building by reason of
paragraph (4) thereof, but only with respect to bonds
issued after such date.

‘“(B) TENANT RIGHTS, ETC.—The amendments made by
paragraphs (1), (6), (8), and (9) [amending this section]
shall take effect on the date of the enactment of this
Act [Nov. 5, 1990].
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‘“(C) MONITORING.—The amendment made by para-
graph (2) [amending this section] shall take effect on
January 1, 1992, and shall apply to buildings placed in
service before, on, or after such date.

‘(D) STUuDY.—The Inspector General of the Depart-
ment of Housing and Urban Development and the Sec-
retary of the Treasury shall jointly conduct a study of
the effectiveness of the amendment made by paragraph
(5) [amending this section] in carrying out the purposes
of section 42 of the Internal Revenue Code of 1986. The
report of such study shall be submitted not later than
January 1, 1993, to the Committee on Ways and Means
of the House of Representatives and the Committee on
Finance of the Senate.”

Section 11701(a)(3)(B) of Pub. L. 101-508 provided that:
“In the case of a building to which (but for this sub-
paragraph) the amendment made by subparagraph (A)
[amending this section] does not apply, such amend-
ment shall apply to—

‘(i) determinations of qualified basis for taxable
years beginning after the date of the enactment of
this Act [Nov. 5, 1990], and

‘(1) determinations of qualified basis for taxable
years beginning on or before such date except that
determinations for such taxable years shall be made
without regard to any reduction in gross rent after
August 3, 1990, for any period before August 4, 1990.”
Section 11701(n) of Pub. L. 101-508 provided that: “Ex-

cept as otherwise provided in this section, any amend-
ment made by this section [amending this section and
sections 148, 163, 172, 403, 1031, 1253, 2056, 4682, 4975, 4978B
and 6038 of this title, and provisions set out as notes
under this section and section 2040 of this title] shall
take effect as if included in the provision of the Reve-
nue Reconciliation Act of 1989 [Pub. L. 101-239, title
VII] to which such amendment relates.”’

Section 11812(c) of Pub. L. 101-508 provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 56, 167, 168, 312, 381, 404, 460, 642,
1016, 1250, and 7701 of this title] shall apply to property
placed in service after the date of the enactment of this
Act [Nov. 5, 1990].

‘“(2) EXCEPTION.—The amendments made by this sec-
tion shall not apply to any property to which section
168 of the Internal Revenue Code of 1986 does not apply
by reason of subsection (f)(5) thereof.

‘(3) EXCEPTION FOR PREVIOUSLY GRANDFATHER EX-
PENDITURES.—The amendments made by this section
shall not apply to rehabilitation expenditures described
in section 252(f)(5) of the Tax Reform Act of 1986 [Pub.
L. 99-514] (as added by section 1002({)(31) of the Tech-
nical and Miscellaneous Revenue Act of 1988 [see Tran-
sitional Rules note below]).”

Amendment by section 11813(b)(3) of Pub. L. 101-508
applicable to property placed in service after Dec. 31,
1990, but not applicable to any transition property (as
defined in section 49(e) of this title), any property with
respect to which qualified progress expenditures were
previously taken into account under section 46(d) of
this title, and any property described in section
46(b)(2)(C) of this title, as such sections were in effect
on Nov. 4, 1990, see section 11813(c) of Pub. L. 101-508,
set out as a note under section 29 of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Section 7108(r) of Pub. L. 101-239, as amended by Pub.
L. 101-508, title XI, §11701(a)(11), (12), Nov. 5, 1990, 104
Stat. 1388-507; Pub. L. 104-188, title I, §1702(g)(5)(A),
Aug. 20, 1996, 110 Stat. 1873, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section and section 142 of this title]
shall apply to determinations under section 42 of the
Internal Revenue Code of 1986 with respect to housing
credit dollar amounts allocated from State housing
credit ceilings for calendar years after 1989.

‘(2) BUILDINGS NOT SUBJECT TO ALLOCATION LIMITS.—
Except as otherwise provided in this subsection, to the
extent paragraph (1) of section 42(h) of such Code does
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not apply to any building by reason of paragraph (4)
thereof, the amendments made by this section shall
apply to buildings placed in service after December 31,
1989.

¢“(3) ONE-YEAR CARRYOVER OF UNUSED CREDIT AUTHOR-
ITY, ETC.—The amendments made by subsection (b)
[amending this section] shall apply to calendar years
after 1989, but clauses (ii), (iii), and (iv) of section
42(h)(3)(C) of such Code (as added by this section) shall
be applied without regard to allocations for 1989 or any
preceding year.

‘“(4) ADDITIONAL BUILDINGS ELIGIBLE FOR WAIVER OF 10-
YEAR RULE.—The amendments made by subsection (f)
[amending this section] shall take effect on the date of
the enactment of this Act [Dec. 19, 1989].

¢“(6) CERTIFICATIONS WITH RESPECT TO 1ST YEAR OF
CREDIT PERIOD.—The amendment made by subsection
(p) [amending this section] shall apply to taxable years
ending on or after December 31, 1989.

‘(6) CERTAIN RULES WHICH APPLY TO BONDS.—Para-
graphs (1)(D) and (2)(D) of section 42(m) of such Code, as
added by this section, shall apply to obligations issued
after December 31, 1989.

“(7T) CLARIFICATIONS.—The amendments made by the
following provisions of this section shall apply as if in-
cluded in the amendments made by section 252 of the
Tax Reform Act of 1986 [Pub. L. 99-514, enacting this
section and amending sections 38 and 55 of this title]:

‘“(A) Paragraph (1) of subsection (h) (relating to
units rented on a monthly basis) [amending this sec-
tion].

‘“(B) Subsection (I) (relating to eligible basis for
new buildings to include expenditures before close of
1st year of credit period) [amending this section].

‘“(8) GUIDANCE ON DIFFICULT DEVELOPMENT AREAS AND
POSTING OF BOND TO AVOID RECAPTURE.—Not later than
180 days after the date of the enactment of this Act
[Dec. 19, 1989]—

““(A) the Secretary of Housing and Urban Develop-
ment shall publish initial guidance on the designa-
tion of difficult development areas under section
42(d)(5)(C) of such Code, as added by this section, and

‘“(B) the Secretary of the Treasury shall publish
initial guidance under section 42(j)(6) of such Code
(relating to no recapture on disposition of building
(or interest therein) where bond posted).”’

[Pub. L. 104-188, title I, §1702(g)(5), Aug. 20, 1996, 110
Stat. 1873, provided that:

[‘“(A) Paragraph (11) of section 11701(a) of the Revenue
Reconciliation Act of 1990 (and the amendment made
by such paragraph) [Pub. L. 101-508, which amended
section 7108(r)(2) of Pub. L. 101-239, set out above, by in-
serting ‘“but only with respect to bonds issued after
such date’ before the period at the end of such section
7108(r)(2)] are hereby repealed, and section 7108(r)(2) of
the Revenue Reconciliation Act of 1989 [Pub. L. 101-239]
shall be applied as if such paragraph (and amendment)
had never been enacted.

[““(B) Subparagraph (A) shall not apply to any build-
ing if the owner of such building establishes to the sat-
isfaction of the Secretary of the Treasury or his dele-
gate that such owner reasonably relied on the amend-
ment made by such paragraph (11).”’]

Amendment by section 7811(a) of Pub. L. 101-239 effec-
tive, except as otherwise provided, as if included in the
provision of the Technical and Miscellaneous Revenue
Act of 1988, Pub. L. 100-647, to which such amendment
relates, see section 7817 of Pub. L. 101-239, set out as a
note under section 1 of this title.

Amendment by section 7831(c) of Pub. L. 101-239 effec-
tive as if included in the provision of the Tax Reform
Act of 1986, Pub. L. 99-514, to which such amendment
relates, see section 7831(g) of Pub. L. 101-239, set out as
a note under section 1 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by sections 1002(1)(1)-(25), (32) and
1007(g)(3)(B) of Pub. L. 100-647 effective, except as other-
wise provided, as if included in the provision of the Tax
Reform Act of 1986, Pub. L. 99-514, to which such
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amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

Section 4003(c) of Pub. L. 100-647 provided that: ‘“The
amendments made by this section [amending this sec-
tion and provisions set out as a note under section 469
of this title] shall apply to amounts allocated in cal-
endar years after 1987.”

Section 4004(b) of Pub. L. 100-647 provided that:

‘(1) IN GENERAL.—The amendment made by sub-
section (a) [amending this section] shall take effect as
if included in the amendments made by section 252 of
the Reform Act [section 252 of Pub. L. 99-514, enacting
this section and amending sections 38 and 55 of this
title].

‘(2) PERIOD FOR ELECTION.—The period for electing
not to have section 42(j)(5) of the 1986 Code apply to any
partnership shall not expire before the date which is 6
months after the date of the enactment of this Act
[Nov. 10, 1988].”

EFFECTIVE DATE OF 1986 AMENDMENT

Section 8072(b) of Pub. L. 99-509 provided that: ‘“The
amendment made by subsection (a) [amending this sec-
tion] shall take effect as if included in the amendment
made by section 252(a) of the Tax Reform Act of 1986
[enacting this section].”

EFFECTIVE DATE

Section 2562(e) of Pub. L. 99-514 provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section and amending sections 38
and 55 of this title] shall apply to buildings placed in
service after December 31, 1986, in taxable years ending
after such date.

‘(2) SPECIAL RULE FOR REHABILITATION EXPENDI-
TURES.—Subsection (e) of section 42 of the Internal
Revenue Code of 1986 (as added by this section) shall
apply for purposes of paragraph (1).”

SAVINGS PROVISION

For provisions that nothing in amendment by sec-
tions 11812(b)(3) and 11813(b)(3) of Pub. L. 101-508 be con-
strued to affect treatment of certain transactions oc-
curring, property acquired, or items of income, loss, de-
duction, or credit taken into account prior to Nov. 5,
1990, for purposes of determining liability for tax for pe-
riods ending after Nov. 5, 1990, see section 11821(b) of
Pub. L. 101-508, set out as a note under section 29 of
this title.

ELECTION TO DETERMINE RENT LIMITATION BASED ON
NUMBER OF BEDROOMS AND DEEP RENT SKEWING

Section 13142(c) of Pub. L. 103-66 provided that:

‘(1) In the case of a building to which the amend-
ments made by subsection (e)(1) or (n)(2) of section 7108
of the Revenue Reconciliation Act of 1989 [Pub. L.
101-239, amending this section] did not apply, the tax-
payer may elect to have such amendments apply to
such building if the taxpayer has met the requirements
of the procedures described in section 42(m)(1)(B)(iii) of
the Internal Revenue Code of 1986.

‘“(2) In the case of the amendment made by such sub-
section (e)(1), such election shall apply only with re-
spect to tenants first occupying any unit in the build-
ing after the date of the election.

“(3) In the case of the amendment made by such sub-
section (n)(2), such election shall apply only if rents of
low-income tenants in such building do not increase as
a result of such election.

‘“(4) An election under this subsection may be made
only during the 180-day period beginning on the date of
the enactment of this Act [Aug. 10, 1993] and, once
made, shall be irrevocable.”

ELECTION TO ACCELERATE CREDIT INTO 1990

Section 11407(c) of Pub. L. 101-508 provided that:

‘(1) IN GENERAL.—At the election of an individual,
the credit determined under section 42 of the Internal
Revenue Code of 1986 for the taxpayer’s first taxable
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year ending on or after October 25, 1990, shall be 150 per-
cent of the amount which would (but for this para-
graph) be so allowable with respect to investments held
by such individual on or before October 25, 1990.

‘“(2) REDUCTION IN AGGREGATE CREDIT TO REFLECT IN-
CREASED 1990 CREDIT.—The aggregate credit allowable
to any person under section 42 of such Code with re-
spect to any investment for taxable years after the
first taxable year referred to in paragraph (1) shall be
reduced on a pro rata basis by the amount of the in-
creased credit allowable by reason of paragraph (1) with
respect to such first taxable year. The preceding sen-
tence shall not be construed to affect whether any tax-
able year is part of the credit, compliance, or extended
use periods.

‘“(3) ELECTION.—The election under paragraph (1)
shall be made at the time and in the manner prescribed
by the Secretary of the Treasury or his delegate, and,
once made, shall be irrevocable. In the case of a part-
nership, such election shall be made by the partner-
ship.”

EXCEPTION TO TIME PERIOD FOR MEETING PROJECT RE-
QUIREMENTS IN ORDER TO QUALIFY AS LOW-INCOME
HOUSING

Section 11701(a)(5)(B) of Pub. L. 101-508 provided that:
“In the case of a building to which the amendment
made by subparagraph (A) [amending this section] does
not apply, the period specified in section 42(g)(3)(A) of
the Internal Revenue Code of 1986 (as in effect before
the amendment made by subparagraph (A)) shall not
expire before the close of the taxable year following the
taxable year in which the building is placed in service.”’

STATE HOUSING CREDIT CEILING FOR CALENDAR YEAR
1990

Section 7108(a)(2) of Pub. L. 101-239 provided that in
the case of calendar year 1990, section 42(h)(3)(C)(i) of
the Internal Revenue Code of 1986 be applied by sub-
stituting “‘$.9375” for ‘‘$1.25”, prior to repeal by Pub. L.
101-508, title XI, §11407(a)(2), (3), Nov. 5, 1990, 104 Stat.
1388-474, applicable to calendar years after 1989.

TRANSITIONAL RULES

Section 2562(f) of Pub. L. 99-514, as amended by Pub. L.
100-647, title I, §1002(1)(28)-(31), Nov. 10, 1988, 102 Stat.
3381, provided that:

(1) LIMITATION TO NON-ACRS BUILDINGS NOT TO APPLY
TO CERTAIN BUILDINGS, ETC.—

““(A) IN GENERAL.—In the case of a building which is

part of a project described in subparagraph (B)—

‘(i) section 42(c)(2)(B) of the Internal Revenue
Code of 1986 (as added by this section) shall not
apply,

‘“(ii) such building shall be treated as not feder-
ally subsidized for purposes of section 42(b)(1)(A) of
such Code,

‘“(iii) the eligible basis of such building shall be
treated, for purposes of section 42(h)(4)(A) of such
Code, as if it were financed by an obligation the in-
terest on which is exempt from tax under section
103 of such Code and which is taken into account
under section 146 of such Code, and

‘“(iv) the amendments made by section 803 [enact-
ing section 263A of this title, amending sections 48,
267, 312, 447, 464, and 471 of this title, and repealing
sections 189, 278, and 280 of this title] shall not
apply.

‘“(B) PROJECT DESCRIBED.—A project is described in
this subparagraph if—

‘(i) an urban development action grant applica-
tion with respect to such project was submitted on
September 13, 1984,

‘(i) a zoning commission map amendment relat-
ed to such project was granted on July 17, 1985, and

‘“(iii) the number assigned to such project by the
Federal Housing Administration is 023-36602.
¢“(C) ADDITIONAL UNITS ELIGIBLE FOR CREDIT.—In the

case of a building to which subparagraph (A) applies
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and which is part of a project which meets the re-
quirements of subparagraph (D), for each low-income
unit in such building which is occupied by individuals
whose income is 30 percent or less of area median
gross income, one additional unit (not otherwise a
low-income unit) in such building shall be treated as
a low-income unit for purposes of such section 42.

‘(D) PROJECT DESCRIBED.—A project is described in
this subparagraph if—

‘(i) rents charged for units in such project are re-
stricted by State regulations,

‘(i) the annual cash flow of such project is re-
stricted by State law,

¢“(iii) the project is located on land owned by or
ground leased from a public housing authority,

‘“(iv) construction of such project begins on or be-
fore December 31, 1986, and units within such
project are placed in service on or before June 1,
1990, and

“(v) for a 20-year period, 20 percent or more of the
residential units in such project are occupied by in-
dividuals whose income is 50 percent or less of area
median gross income.

‘“(E) MAXIMUM ADDITIONAL CREDIT.—The maximum
present value of additional credits allowable under
section 42 of such Code by reason of subparagraph (C)
shall not exceed 25 percent of the eligible basis of the
building.

‘“(2) ADDITIONAL ALLOCATION OF HOUSING CREDIT CEIL-
ING.—

‘“(A) IN GENERAL.—There is hereby allocated to each
housing credit agency described in subparagraph (B)
an additional housing credit dollar amount deter-
mined in accordance with the following table:

The additional
allocation is:
$3,900,000
$7,600,000
$1,300,000.
‘(B) HOUSING CREDIT AGENCIES DESCRIBED.—The
housing credit agencies described in this subpara-
graph are:

‘(i) A corporate governmental agency constituted
as a public benefit corporation and established in
1971 under the provisions of Article XII of the Pri-
vate Housing Finance Law of the State.

“(ii) A city department established on December
20, 1979, pursuant to chapter XVIII of a municipal
code of such city for the purpose of supervising and
coordinating the formation and execution of
projects and programs affecting housing within
such city.

“(iii) The State housing finance agency referred
to in subparagraph (C), but only with respect to
projects described in subparagraph (C).
¢(C) PROJECT DESCRIBED.—A project is described in

this subparagraph if such project is a qualified low-
income housing project which—

‘(i) receives financing from a State housing fi-
nance agency from the proceeds of bonds issued
pursuant to chapter 708 of the Acts of 1966 of such
State pursuant to loan commitments from such
agency made between May 8, 1984, and July 8, 1986,
and

“(ii) is subject to subsidy commitments issued
pursuant to a program established under chapter
574 of the Acts of 1983 of such State having award
dates from such agency between May 31, 1984, and
June 11, 1985.

‘(D) SPECIAL RULES.—

‘(i) Any building—

‘(I) which is allocated any housing credit dollar
amount by a housing credit agency described in
clause (iii) of subparagraph (B), and

‘(IT) which is placed in service after June 30,
1986, and before January 1, 1987,

shall be treated for purposes of the amendments
made by this section as placed in service on Janu-
ary 1, 1987.

“For calendar year:
1987 o
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‘(i) Section 42(c)(2)(B) of the Internal Revenue
Code of 1986 shall not apply to any building which
is allocated any housing credit dollar amount by
any agency described in subparagraph (B).

‘“(E) ALL UNITS TREATED AS LOW INCOME UNITS IN
CERTAIN CASES.—In the case of any building—

‘(i) which is allocated any housing credit dollar
amount by any agency described in subparagraph
(B), and

‘(ii) which after the application of subparagraph
(D)({i) is a qualified low-income building at all
times during any taxable year,

such building shall be treated as described in section
42(b)(1)(B) of such Code and having an applicable frac-
tion for such year of 1. The preceding sentence shall
apply to any building only to the extent of the por-
tion of the additional housing credit dollar amount
(allocated to such agency under subparagraph (A)) al-
located to such building.

¢(3) CERTAIN PROJECTS PLACED IN SERVICE BEFORE

1987.—

‘‘(A) IN GENERAL.—In the case of a building which is
part of a project described in subparagraph (B)—

“(1) section 42(c)(2)(B) of such Code shall not
apply,

‘“(ii) such building shall be treated as placed in
service during the first calendar year after 1986 and
before 1990 in which such building is a qualified low-
income building (determined after the application
of clause (i)), and

““(iii) for purposes of section 42(h) of such Code,
such building shall be treated as having allocated
to it a housing credit dollar amount equal to the
dollar amount appearing in the clause of subpara-
graph (B) in which such building is described.

‘(B) PROJECT DESCRIBED.—A project is described in
this subparagraph if the code number assigned to
such project by the Farmers’ Home Administration
appears in the following table:

The housing credit

“The code number is: dollar amount is:

(1) 49284553664 ............... $16,000
(ii) 4927742022446 ........... $22,000
(iii) 49270742276087 ... $64,000
(iv) 490270742387293 $48,000
(v) 4927074218234 ........... $32,000
(vi) 49270742274019 ........ $36,000
(vii) 51460742345074 ....... $53,000.

‘“(C) DETERMINATION OF ADJUSTED BASIS.—The ad-
justed basis of any building to which this paragraph
applies for purposes of section 42 of such Code shall be
its adjusted basis as of the close of the taxable year
ending before the first taxable year of the credit pe-
riod for such building.

‘(D) CERTAIN RULES TO APPLY.—Rules similar to the
rules of subparagraph (E) of paragraph (2) shall apply
for purposes of this paragraph.

‘“(4) DEFINITIONS.—For purposes of this subsection,
terms used in such subsection which are also used in
section 42 of the Internal Revenue Code of 1986 (as
added by this section) shall have the meanings given
such terms by such section 42.

¢‘(5) TRANSITIONAL RULE.—In the case of any rehabili-
tation expenditures incurred with respect to units lo-
cated in the neighborhood strategy area within the
community development block grant program in Ft.
Wayne, Indiana—

““(A) the amendments made by this section [enact-
ing this section and amending sections 38 and 55 of
this title] shall not apply, and

‘(B) paragraph (1) of section 167(k) of the Internal
Revenue Code of 1986, shall be applied as if it did not
contain the phrase ‘and before January 1, 1987°.

The number of units to which the preceding sentence
applies shall not exceed 150.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 38, 39, 55, 469,
772, 774 of this title; title 15 section 632; title 42 sections
1437, 14371, 1485, 1490p-2, 12745.
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§43. Enhanced oil recovery credit
(a) General rule

For purposes of section 38, the enhanced oil re-
covery credit for any taxable year is an amount
equal to 15 percent of the taxpayer’s qualified
enhanced oil recovery costs for such taxable
year.

(b) Phase-out of credit as crude oil prices in-
crease

(1) In general

The amount of the credit determined under
subsection (a) for any taxable year shall be re-
duced by an amount which bears the same
ratio to the amount of such credit (determined
without regard to this paragraph) as—

(A) the amount by which the reference
price for the calendar year preceding the cal-
endar year in which the taxable year begins
exceeds $28, bears to

(B) $6.

(2) Reference price

For purposes of this subsection, the term
“‘reference price’’ means, with respect to any
calendar year, the reference price determined
for such calendar year under section
29(d)(2)(C).

(3) Inflation adjustment

(A) In general

In the case of any taxable year beginning
in a calendar year after 1991, there shall be
substituted for the $28 amount under para-
graph (1)(A) an amount equal to the product
of—

(i) $28, multiplied by
(ii) the inflation adjustment factor for
such calendar year.
(B) Inflation adjustment factor

The term ‘inflation adjustment factor”
means, with respect to any calendar year, a
fraction the numerator of which is the GNP
implicit price deflator for the preceding cal-
endar year and the denominator of which is
the GNP implicit price deflator for 1990. For
purposes of the preceding sentence, the term
“GNP implicit price deflator’ means the
first revision of the implicit price deflator
for the gross national product as computed
and published by the Secretary of Com-
merce. Not later than April 1 of any calendar
year, the Secretary shall publish the infla-
tion adjustment factor for the preceding cal-
endar year.

(¢) Qualified enhanced oil recovery costs

For purposes of this section—
(1) In general

The term ‘‘qualified enhanced oil recovery
costs’ means any of the following:
(A) Any amount paid or incurred during
the taxable year for tangible property—
(i) which is an integral part of a quali-
fied enhanced oil recovery project, and
(ii) with respect to which depreciation
(or amortization in lieu of depreciation) is
allowable under this chapter.

(B) Any intangible drilling and develop-
ment costs—
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(i) which are paid or incurred in connec-
tion with a qualified enhanced oil recovery
project, and

(ii) with respect to which the taxpayer
may make an election under section 263(c)
for the taxable year.

(C) Any qualified tertiary injectant ex-
penses which are paid or incurred in connec-
tion with a qualified enhanced oil recovery
project and for which a deduction is allow-
able under section 193 for the taxable year.

(2) Qualified enhanced oil recovery project
For purposes of this subsection—
(A) In general

The term ‘‘qualified enhanced oil recovery
project’” means any project—

(i) which involves the application (in ac-
cordance with sound engineering prin-
ciples) of 1 or more tertiary recovery
methods (as defined in section 193(b)(3))
which can reasonably be expected to result
in more than an insignificant increase in
the amount of crude oil which will ulti-
mately be recovered,

(ii) which is located within the United
States (within the meaning of section
638(1)), and

(iii) with respect to which the first injec-
tion of liquids, gases, or other matter com-
mences after December 31, 1990.

(B) Certification

A project shall not be treated as a quali-
fied enhanced oil recovery project unless the
operator submits to the Secretary (at such
times and in such manner as the Secretary
provides) a certification from a petroleum
engineer that the project meets (and con-
tinues to meet) the requirements of subpara-
graph (A).

(3) At-risk limitation

For purposes of determining qualified en-
hanced oil recovery costs, rules similar to the
rules of section 49(a)(1), section 49(a)(2), and
section 49(b) shall apply.

(4) Special rule for certain gas displacement
projects

For purposes of this section, immiscible non-
hydrocarbon gas displacement shall be treated
as a tertiary recovery method under section
193(b)(3).

(d) Other rules
(1) Disallowance of deduction

Any deduction allowable under this chapter
for any costs taken into account in computing
the amount of the credit determined under
subsection (a) shall be reduced by the amount
of such credit attributable to such costs.

(2) Basis adjustments

For purposes of this subtitle, if a credit is
determined under this section for any expendi-
ture with respect to any property, the increase
in the basis of such property which would (but
for this subsection) result from such expendi-
ture shall be reduced by the amount of the
credit so allowed.
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(e) Election to have credit not apply
(1) In general

A taxpayer may elect to have this section
not apply for any taxable year.

(2) Time for making election

An election under paragraph (1) for any tax-
able year may be made (or revoked) at any
time before the expiration of the 3-year period
beginning on the last date prescribed by law
for filing the return for such taxable year (de-
termined without regard to extensions).

(3) Manner of making election

An election under paragraph (1) (or revoca-
tion thereof) shall be made in such manner as
the Secretary may by regulations prescribe.

(Added Pub. L. 101-508, title XI, §11511(a), Nov. 5,
1990, 104 Stat. 1388-483.)

PRIOR PROVISIONS

A prior section 43 was renumbered section 32 of this
title.

Another prior section 43 was renumbered section 34 of
this title.

EFFECTIVE DATE

Section 11511(d) of Pub. L. 101-508 provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section and amending sections 38,
39, 196, and 6501 of this title] shall apply to costs paid
or incurred in taxable years beginning after December
31, 1990.

‘(2) SPECIAL RULE FOR SIGNIFICANT EXPANSION OF
PROJECTS.—For purposes of section 43(c)(2)(A)(iii) of the
Internal Revenue Code of 1986 (as added by subsection
(a)), any significant expansion after December 31, 1990,
of a project begun before January 1, 1991, shall be treat-
ed as a project with respect to which the first injection
commences after December 31, 1990.”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 29, 38, 39, 196,
6501 of this title.

§44. Expenditures to provide access to disabled
individuals

(a) General rule

For purposes of section 38, in the case of an el-
igible small business, the amount of the disabled
access credit determined under this section for
any taxable year shall be an amount equal to 50
percent of so much of the eligible access expend-
itures for the taxable year as exceed $250 but do
not exceed $10,250.

(b) Eligible small business

For purposes of this section, the term ‘‘eligi-
ble small business’” means any person if—
(1) either—

(A) the gross receipts of such person for
the preceding taxable year did not exceed
$1,000,000, or

(B) in the case of a person to which sub-
paragraph (A) does not apply, such person
employed not more than 30 full-time em-
ployees during the preceding taxable year,
and

(2) such person elects the application of this
section for the taxable year.

For purposes of paragraph (1)(B), an employee

shall be considered full-time if such employee is
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employed at least 30 hours per week for 20 or
more calendar weeks in the taxable year.

(c) Eligible access expenditures
For purposes of this section—
(1) In general

The term ‘‘eligible access expenditures”
means amounts paid or incurred by an eligible
small business for the purpose of enabling
such eligible small business to comply with
applicable requirements under the Americans
With Disabilities Act of 1990 (as in effect on
the date of the enactment of this section).

(2) Certain expenditures included

The term ‘‘eligible access expenditures’ in-
cludes amounts paid or incurred—

(A) for the purpose of removing architec-
tural, communication, physical, or transpor-
tation barriers which prevent a business
from being accessible to, or usable by, indi-
viduals with disabilities,

(B) to provide qualified interpreters or
other effective methods of making aurally
delivered materials available to individuals
with hearing impairments,

(C) to provide qualified readers, taped
texts, and other effective methods of making
visually delivered materials available to in-
dividuals with visual impairments,

(D) to acquire or modify equipment or de-
vices for individuals with disabilities, or

(BE) to provide other similar services, modi-
fications, materials, or equipment.

(3) Expenditures must be reasonable

Amounts paid or incurred for the purposes
described in paragraph (2) shall include only
expenditures which are reasonable and shall
not include expenditures which are unneces-
sary to accomplish such purposes.

(4) Expenses in connection with new construc-
tion are not eligible

The term ‘‘eligible access expenditures”’
shall not include amounts described in para-
graph (2)(A) which are paid or incurred in con-
nection with any facility first placed in serv-
ice after the date of the enactment of this sec-
tion.

(5) Expenditures must meet standards

The term ‘‘eligible access expenditures”
shall not include any amount unless the tax-
payer establishes, to the satisfaction of the
Secretary, that the resulting removal of any
barrier (or the provision of any services, modi-
fications, materials, or equipment) meets the
standards promulgated by the Secretary with
the concurrence of the Architectural and
Transportation Barriers Compliance Board
and set forth in regulations prescribed by the
Secretary.

(d) Definition of disability; special rules
For purposes of this section—
(1) Disability

The term ‘‘disability’ has the same meaning
as when used in the Americans With Disabil-
ities Act of 1990 (as in effect on the date of the
enactment of this section).
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(2) Controlled groups
(A) In general

All members of the same controlled group
of corporations (within the meaning of sec-
tion 52(a)) and all persons under common
control (within the meaning of section 52(b))
shall be treated as 1 person for purposes of
this section.

(B) Dollar limitation

The Secretary shall apportion the dollar
limitation under subsection (a) among the
members of any group described in subpara-
graph (A) in such manner as the Secretary
shall by regulations prescribe.

(3) Partnerships and S corporations

In the case of a partnership, the limitation
under subsection (a) shall apply with respect
to the partnership and each partner. A similar
rule shall apply in the case of an S corporation
and its shareholders.

(4) Short years

The Secretary shall prescribe such adjust-
ments as may be appropriate for purposes of
paragraph (1) of subsection (b) if the preceding
taxable year is a taxable year of less than 12
months.

(5) Gross receipts

Gross receipts for any taxable year shall be
reduced by returns and allowances made dur-
ing such year.

(6) Treatment of predecessors

The reference to any person in paragraph (1)
of subsection (b) shall be treated as including
a reference to any predecessor.

(7) Denial of double benefit

In the case of the amount of the credit de-
termined under this section—

(A) no deduction or credit shall be allowed
for such amount under any other provision
of this chapter, and

(B) no increase in the adjusted basis of any
property shall result from such amount.

(e) Regulations

The Secretary shall prescribe regulations nec-
essary to carry out the purposes of this section.

(Added Pub. L. 101-508, title XI, §11611(a), Nov. 5,
1990, 104 Stat. 1388-501.)

REFERENCES IN TEXT

The Americans With Disabilities Act of 1990, referred
to in subsecs. (¢)(1) and (d)(1) is Pub. L. 101-336, July 26,
1990, 104 Stat. 327, as amended, which is classified prin-
cipally to chapter 126 (§12101 et seq.) of Title 42, The
Public Health and Welfare. For complete classification
of this Act to the Code, see Short Title note set out
under section 12101 of Title 42 and Tables.

The date of the enactment of this section, referred to
in subsecs. (¢)(1), (4) and (d)(1), is the date of enactment
of Pub. L. 101-508, which was approved Nov. 5, 1990.

PRIOR PROVISIONS

A prior section 44, added Pub. L. 94-12, title II,
§208(a), Mar. 29, 1975, 89 Stat. 32; amended Pub. L. 94-45,
title IV, §401(a), June 30, 1975, 89 Stat. 243; Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90 Stat.
1834, related to purchase of new principal residence,
prior to repeal by Pub. L. 98-369, div. A, title IV,
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§474(m)(1), July 18, 1984, 98 Stat. 833, applicable to tax-
able years beginning after Dec. 31, 1983, and to carry-
backs from such years.

Another prior section 44 was renumbered section 35 of
this title.

EFFECTIVE DATE

Section applicable to expenditures paid or incurred
after Nov. 5, 1990, see section 11611(e)(1) of Pub. L.
101-508, set out as an Effective Date of 1990 Amendment
note under section 38 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 38, 39 of this
title.

[§44A. Renumbered § 21]

[§44B. Repealed. Pub. L. 98-369, div. A, title IV,
§474(m)(1), July 18, 1984, 98 Stat. 833]

Section, added Pub. L. 95-30, title II, §202(a), May 23,
1977, 91 Stat. 141; amended Pub. L. 95600, title III,
§321(b)(1), Nov. 6, 1978, 92 Stat. 2834; Pub. L. 96-222, title
I, §103(a)(6)(G)(1), (ii), Apr. 1, 1980, 94 Stat. 210, related
to credit for employment of certain new employees.

EFFECTIVE DATE OF REPEAL

Repeal applicable to taxable years beginning after
Dec. 31, 1983, and to carrybacks from such years, see
section 475(a) of Pub. L. 98-369, set out as an Effective
Date of 1984 Amendment note under section 21 of this
title.

[§44C. Renumbered § 23]
[§44D. Renumbered § 29]
[§44E. Renumbered § 40]
[§ 44F. Renumbered § 30]
[§44G. Renumbered §41]
[§44H. Renumbered § 45C]

§45. Electricity produced from certain renewable
resources

(a) General rule

For purposes of section 38, the renewable elec-
tricity production credit for any taxable year is
an amount equal to the product of—

(1) 1.5 cents, multiplied by
(2) the kilowatt hours of electricity—
(A) produced by the taxpayer—
(i) from qualified energy resources, and
(ii) at a qualified facility during the 10-
year period beginning on the date the fa-
cility was originally placed in service, and

(B) sold by the taxpayer to an unrelated
person during the taxable year.
(b) Limitations and adjustments
(1) Phaseout of credit

The amount of the credit determined under
subsection (a) shall be reduced by an amount
which bears the same ratio to the amount of
the credit (determined without regard to this
paragraph) as—

(A) the amount by which the reference
price for the calendar year in which the sale
occurs exceeds 8 cents, bears to

(B) 3 cents.

(2) Credit and phaseout adjustment based on
inflation

The 1.5 cent amount in subsection (a) and
the 8 cent amount in paragraph (1) shall each
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be adjusted by multiplying such amount by
the inflation adjustment factor for the cal-
endar year in which the sale occurs. If any
amount as increased under the preceding sen-
tence is not a multiple of 0.1 cent, such
amount shall be rounded to the nearest mul-
tiple of 0.1 cent.

(3) Credit reduced for grants, tax-exempt
bonds, subsidized energy financing, and
other credits

The amount of the credit determined under
subsection (a) with respect to any project for
any taxable year (determined after the appli-
cation of paragraphs (1) and (2)) shall be re-
duced by the amount which is the product of
the amount so determined for such year and a
fraction—

(A) the numerator of which is the sum, for
the taxable year and all prior taxable years,
of—

(i) grants provided by the United States,
a State, or a political subdivision of a
State for use in connection with the
project,

(ii) proceeds of an issue of State or local
government obligations used to provide fi-
nancing for the project the interest on
which is exempt from tax under section
103,

(iii) the aggregate amount of subsidized
energy financing provided (directly or in-
directly) under a Federal, State, or local
program provided in connection with the
project, and

(iv) the amount of any other credit al-
lowable with respect to any property
which is part of the project, and

(B) the denominator of which is the aggre-
gate amount of additions to the capital ac-
count for the project for the taxable year
and all prior taxable years.

The amounts under the preceding sentence for
any taxable year shall be determined as of the
close of the taxable year.

(c) Definitions
For purposes of this section—
(1) Qualified energy resources

The term ‘qualified
means—
(A) wind, and
(B) closed-loop biomass.

energy resources’’

(2) Closed-loop biomass

The term ‘‘closed-loop biomass’ means any
organic material from a plant which is planted
exclusively for purposes of being used at a
qualified facility to produce electricity.

(3) Qualified facility

The term ‘‘qualified facility’’ means any fa-
cility owned by the taxpayer which is origi-
nally placed in service after December 31, 1993
(December 31, 1992, in the case of a facility
using closed-loop biomass to produce elec-
tricity), and before July 1, 1999.

(d) Definitions and special rules
For purposes of this section—
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(1) Only production in the United States taken
into account

Sales shall be taken into account under this
section only with respect to electricity the
production of which is within—

(A) the United States (within the meaning
of section 638(1)), or
(B) a possession of the United States (with-

in the meaning of section 638(2)).

(2) Computation of inflation adjustment factor
and reference price

(A) In general

The Secretary shall, not later than April 1
of each calendar year, determine and publish
in the Federal Register the inflation adjust-
ment factor and the reference price for such
calendar year in accordance with this para-
graph.

(B) Inflation adjustment factor

The term ‘inflation adjustment factor”
means, with respect to a calendar year, a
fraction the numerator of which is the GDP
implicit price deflator for the preceding cal-
endar year and the denominator of which is
the GDP implicit price deflator for the cal-
endar year 1992. The term “GDP implicit
price deflator’” means the most recent revi-
sion of the implicit price deflator for the
gross domestic product as computed and
published by the Department of Commerce
before March 15 of the calendar year.

(C) Reference price

The term ‘‘reference price’” means, with
respect to a calendar year, the Secretary’s
determination of the annual average con-
tract price per kilowatt hour of electricity
generated from the same qualified energy re-
source and sold in the previous year in the
United States. For purposes of the preceding
sentence, only contracts entered into after
December 31, 1989, shall be taken into ac-
count.

(3) Production attributable to the taxpayer

In the case of a facility in which more than
1 person has an ownership interest, except to
the extent provided in regulations prescribed
by the Secretary, production from the facility
shall be allocated among such persons in pro-
portion to their respective ownership interests
in the gross sales from such facility.

(4) Related persons

Persons shall be treated as related to each
other if such persons would be treated as a sin-
gle employer under the regulations prescribed
under section 52(b). In the case of a corpora-
tion which is a member of an affiliated group
of corporations filing a consolidated return,
such corporation shall be treated as selling
electricity to an unrelated person if such elec-
tricity is sold to such a person by another
member of such group.

(5) Pass-thru in the case of estates and trusts

Under regulations prescribed by the Sec-
retary, rules similar to the rules of subsection
(d) of section 52 shall apply.

(Added Pub. L. 102486, title XIX, §1914(a), Oct.
24, 1992, 106 Stat. 3020.)
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PRIOR PROVISIONS

A prior section 45 was renumbered section 35 of this
title.

EFFECTIVE DATE
Section applicable to taxable years ending after Dec.
31, 1992, see section 1914(e) of Pub. L. 102-486, set out as

an Effective Date of 1992 Amendment note under sec-
tion 38 of this title.

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in sections 38, 39 of this
title.

§45A. Indian employment credit
(a) Amount of credit

For purposes of section 38, the amount of the
Indian employment credit determined under this
section with respect to any employer for any
taxable year is an amount equal to 20 percent of
the excess (if any) of—

(1) the sum of—

(A) the qualified wages paid or incurred
during such taxable year, plus

(B) qualified employee health insurance
costs paid or incurred during such taxable
year, over

(2) the sum of the qualified wages and quali-
fied employee health insurance costs (deter-
mined as if this section were in effect) which
were paid or incurred by the employer (or any
predecessor) during calendar year 1993.

(b) Qualified wages; qualified employee health
insurance costs

For purposes of this section—
(1) Qualified wages
(A) In general

The term ‘‘qualified wages’” means any
wages paid or incurred by an employer for
services performed by an employee while
such employee is a qualified employee.

(B) Coordination with work opportunity
credit

The term ‘‘qualified wages’ shall not in-
clude wages attributable to service rendered
during the 1l-year period beginning with the
day the individual begins work for the em-
ployer if any portion of such wages is taken
